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THE BULLETIN OF THE 
FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 


Issued on occasion from the Office of the Secretary 
H. M. HANSON, 112 West Apams STREET, CHICAGO 


Edited and under the general supervision of the Publicity Committee 
KINGMAN N. ROBINS, Chairman 
1201 Granite Burtpinc, RocuEester, New York 


HIS initial BULLETIN goes to you with all the diffidence as well as all the 
enthusiasm of the debutante. Constructive criticism, suggestions as to 
contents of future bulletins and additions to our mailing-list, will be welcomed. 
A few concrete ways in which our members can help to make future issues of the 
Bulletin of value are outlined in a letter from the Publicity Committee, pub- 


lished in this issue. 
>; FF ¥§F 


No subject with which the Association is dealing is of more vital or imme- 
diate importance than that of Rural Credits. It should not be necessary to urge 
every farm mortgage banker to carefully study President Thompson’s review 
of the situation and to adopt his recommendations. 


> ¢ ¢ 


The publishing of Mr. Levering Moore’s letter elsewhere in the Bulletin 
illustrates to what use its columns may well be put in bringing to notice difficulties 
under which mortgage men are obliged to operate. 


Much expense and annoyance are created by ee intervention of petty legal 
and physical obstacles. 


In the handling of the bunnee in all its ramifications, from procuring the 
application on through to the final assignment of the mortgage, it is essential 
that time be saved and the expense kept at a minimum, and only by tuning up 
the machinery and by the removal of these petty obstacles can the overhead be 
brought to low water mark. 


What obstacles do you encounter in your everyday course of business? It 
may properly be within the province of the Bulletin to serve as a forum for the 
discussion of such problems as arise in the experience of farm mortgage bankers, 
and in this manner service may be rendered that shall tend toward the standardi- 
zation of the business. The experiment is well worth making. 
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We are not disappointed that the initial issue of the Bulletin is lacking in 
contributed articles or material from Association members. In inviting the mem- 
bership to participate in its publication we did so with full knowledge based on 
experience, that the March first period makes excessive demands upon the time 
and vitality of every farm mortgage man. 


For the second issue, however, we earnestly hope that every member company 
will be in position to contribute material that will benefit directly or indirectly 
those who are in the business. | 

* + §¢ 


The Secretary has in hand for free distribution a limited number of copies 
of the address “The Investment Fund” delivered by Hon. George E. Roberts, 
former director of the United States Mint, at the dinner of our first annual conven- 
tion in Chicago. Until the supply is exhausted copies of the address will be mailed 
upon request. 

> + ¢ 


CONVENTION DATES 


American Bankers Association at Seattle, September 6-10. 
Investment Bankers Association of America at Denver, September 15-18. 
Farm Mortgage Bankers Association of America at Saint Louis, October 7-8. 


Page Eight F. M. B. A. of A. BULLETIN: 


MAA TTT 


RURAL CREDIT 
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PRESIDENT THOMPSON REVIEWS WORK OF THE 
ASSOCIATION ON RURAL CREDITS. 


In view of the rural credit agitation of the closing days of the 63d Congress 
it seems appropriate that the first issue of the Bulletin, the official organ of the 
Farm Mortgage Bankers Association of America, should contain a brief review 
of the work done by the Association in rural credit since its organization less than 
a year ago. I shall be as brief and concise as possible, avoiding unnecessary de- 
tail while attempting to bring out the main facts. 


Rural credit and rural credit legislation, have been among the highly impor- 
tant economic problems engaging the attention of financiers, economists, states- 
men and politicians for the past two years. At the outset it is well to understand 
that honest differences of opinion exist even among farm mortgage men on the 
question of rural credit legislation. 


I think it can be stated with truth that a majority of congressmen, farm 

mortgage bankers and economists interesting themselves in the subject, are doing 
so from a sincere desire to deal with the problem, not academically but as a prac- 
tical business proposition, with as much unselfishness as is humanly possible. 
We must grant however that environment, broadly speaking, determines our 
different viewpoints on large issues, and our conclusions therefore are ofttimes 
at variance. 


vd 


Rural credit, like the tariff, is a local issue and advocacy of the issue or opposi- 
tion to it is molded to a great extent by our geographical location and individual 
environment. Conditions obtaining in Montana are unlike those existing in Illinois; 
and the demands of Georgia call for radically different economic treatment than 
those in Iowa. ‘This is true relatively as between Minnesota and Louisiana, and 
so on throughout the widespread sociological, geographical and climatic differ- 
ences of the agricultural area of the United States. 


A score of rural credit bills have béen introduced in Congress, and many 
have been introduced in the legislatures of many states. In-so-far as farm mortgage 
bankers have been able to pass analytical judgment upon these bills, it is found 
that some are impracticable, some contain proposals worthy of consideration, 
but no bill yet brought to light has possessed the merit of embodying principles 
and proposals that could possibly be translated into a workable system; a system 
conserving the interests of all classes who are directly affected by business trans- 
actions involving credit based on the security of the farm mortgage. 


f 
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On January 8, 1915, Mr. Fletcher introduced Senate Bill Number 7184 in 
the United States Senate providing for the establishment, operation and super- 
vision of a national farm-land bank system, and among other purposes to create 
depositories for postal savings. This bill, without doubt, most nearly approached 
the practicable of any bill introduced up to that time and created lively interest 
among farm mortgage bankers, investors and statesmen. For the first time it 
was apparent that rural credit legislation would have the serious and interested 
consideration of the 63d Congress. 


To experts in farm mortgage banking the Fletcher bill presented a few pro- 
posals of uncertain efficiency, some proposals of certain inefficiency, and many 
proposals basically sound; on the whole a bill to which expert treatment might 
give a semblance of workability. This treatment, in the very nature of things, 
can best be given by those men whose experience covers many years of successful 
financing of agricultural operations; men who are familiar with the pioneer methods 
in remote, sparsely settled portions of the country and with the methods ob- 
taining in the thickly settled districts of intensified farming. 


The Farm Mortgage Bankers Association of America embodies in its Board 
of Governors a membership meeting these specifications, and accordingly, as 
President of the Association, I issued a call to the members of the Board to assemble 
in Chicago on January 22-23 for an exhaustive review and discussion of the Fletcher 
bill. The Board was in almost continuous executive session for two days, giving 
earnest consideration to each proviso of the bill, making such recommendations 
and alterations as seemed necessary to impart to the measure workability, the 
amended provisions of which are worthy of joint consideration by farm mortgage 
bankers and congressional committees. 


Before the conference came to a close the Board delegated to me the task 
of summarizing the recommendations resulting from this two day discussion. I 
was directed to present the conclusions either in person or in writing to the Banking 
and Currency Committees of Congress, as expressive of the farm mortgage bankers’ 
conception of a measure that should be given the right of way for consideration 
over any bill that had been introduced in either branch of Congress up to that 
time. I consented to accept the responsibility and immediately got in communi- 
eation with Senator Owen, chairman of the Banking and Currency committee, 
who informed me that Committee hearings had been closed but that suggestions 
in writing would be received. This information was followed later by a letter 
from the Senator advising that in his opinion I “‘would have sufficient time within 
which to submit recommendations with reference to the proposed rural credit 
legislation.”’ With this assurance, supplemented by press dispatches saying that 
the President did not favor rural credit legislation at this session and that he 
would not recommend it, and coupled with the pressure of the business usual to 
the March first period, I felt justified, from day to day, in postponing action with 
the Owen committee. 


The lull in rural credit legislation continued until, on the morning of February 
26, we were startled by the information that the Senate had passed a rural credit 


es 
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measure known as the McCumber bill. The bill was presented as an amendment 
to the agricultural appropriations bill without a record vote. Points of order 
were raised against the amendment and later withdrawn with the understanding 
that the measure would be perfected in a joint conference of the House and Senate. 

The agitation apparently simmered again for a few days until Tuesday, March 
2, word went out from Washington that in all probability Congress would imme- 
diately take favorable action on the McCumber amendment and in the interest 
of business prudence, as President of the Association, I telegraphed every member 
of the Association to urge the Congressmen of his state to refrain from taking 
hasty, ill-advised action, believing the subject to be of too much importance to 
be considered as a provision of an appropriation bill and to be of sufficient import- 
ance to merit special legislation. I also sent the following telegram to Senator 
Owen: 


‘**Senator Robert L. Owen, 
United States Senate, 
Washington, D. C. 

The substance of the recommendations of Farm Mortgage Bankers Association is that 
rural credit legislation should not be passed without more exhaustive study and consideration; 
Second, If it is to pass present session of Congress the act should contain the following amend- 
ments: First, Remove restrictions as to state lines for banks allowed to issue debenture bonds. 
Make it possible to create competition between debenture banks to bring interest rate to lowest 
level and to give communities of borrowing sections the market of money centers all over the 
United States; Second, Limit banks of debenture issue to a minimum capital of Five Hundred 
Thousand dollars; Third, To restrict debenture banks to the sale of their bonds only. Grave 
danger in permitting sale of both mortgages and bonds; Fourth, The question of legislating 
what profit shall be charged is not sound at this time and this feature should be eliminated but 
left to the control of the Federal Reserve Board having jurisdiction over the system to adjust 
as it may see fit to meet conditions which may arise later; Fifth, Salary of Land Bank Com- 
missioner is too small—recommend Twelve Thousand per annum and Six Thousand for assist- 
ant; Sixth, The restriction as to a four thousand dollar maximum loan to any one borrower 
should be eliminated and the restriction as to amount of bonds which a land bank could issue 
should be twenty times its unimpaired capital and surplus; Seventh, We recommend that the 
time limit at which amortization shall be required be extended from five to ten years; Eighth, 
We deprecate the haste used in creating a rural credit law_as a rider to any appropriation bill 
believing that the matter is of such great importance and will reflect credit or discredit on the 
country and interests it is intended to help, depending upon its thorough digestion or its hasty 
absorption in mass. 

We as an Association reiterate our sincere desire to help you frame and pass a truly national 
and operative bill. We hope the subject can be deferred until the next session of Congress. 
Will you read this telegram to members of conference committee considering the bill just 
passed by the House. 
F. W. THOMPSON, President, 


Farm Mortgage Bankers Association of America.” 

Whatever may have been the influence of our action the fact remains that the 
McCumber amendment was defeated by a vote of 237 to 89. | 

A substitute proposal was then made in Congress in the shape of Senator 

Hollis’ federal Farm Loan Act which is understood to carry with it many of the 

recommendations made by the Board of Governors of the Farm Mortgage Bankers 

Association of America in connection with its review of the Fletcher bill. The 


Pe Wieeb. A. of A. BULLETIN Page Eleven 


Hollis bill, as an amendment to the agricultural appropriation bill, was sent to 
conference but no agreement was reached before adjournment because of the un- 
willingness of House democrats to recede from their position in demanding Govern- 
ment aid. The failure to agree resulted in striking out the entire Hollis bill and 
adopting a substitute clause providing for a joint committee of the Senate and 
House to investigate and report to Congress during the current year a bill for the 
establishment of a system of rural credit meeting the requirements of American 
conditions. 

Thus rural credit legislation goes over to the 64th Congress. 

The Board of Governors now has under consideration the appointment of a 
special committee of Association members to make a thorough, systematic study 
of all bills up to date and to frame a bill embodying its best thought and conclu- 
' sions to present to the joint congressional committee for its consideration. Such a 
bill, it is proposed, shall be accompanied by a written argument, which bill and 
argument could be made the basis of the Congressional committee’s investigation. 

In all the congressional committee hearings that have been held in Washington 
during the past two years on the question of ‘rural credit it is noticeable that not 
a single prominent farm mortgage banker has been requested to offer testimony. 
Reams of testimony have been offered and taken but the expert knowledge of the 
practical farm mortgage banker has not been drawn upon. 

This is wrong in spirit and in principle. The necessity for rural credit legis- 
lation can be determined only by a close study of the system now in vogue to 
learn its points of efficiency as well as its weaknesses. Only those who are closely 
associated with the present system and who are personally familiar with its every 
phase can give testimony of value to any committee having such investigation in 
charge. In other words, the farm mortgage bankers of the country should be 
consulted and be permitted to give the nation the benefit of their collective ex- 
perience in agricultural finance under American conditions. 

In the consideration of changes in our present system of farm credits the 
following items should be carefully weighed: 

Ist. The welfare of the deserving young farmer, rich in ambition, ability and farming ex- 
perience, but poor in money, and who néeds assistance in his start to acquire land in a 
new country and to equip it with live stock, machinery and other improvements necessary 
to the successful operation of a farm. 

2nd. The demands of the well-to-do farmer in the country of high land values who at present 
constitutes a majority of the borrowing class, and who seeks additional capital through 
mortgaging his present holdings to invest in more land for speculation or to more modernly 
equip and improve his present farm properties. 

3rd. Whether or not it is possible to devise a single, federal system of credit that shall equitably 
perform the dual function of giving aid to the young farmer starting out in life in the 
shape of the personal and land credit he requires and of financing the operations of the 
old established farmer whose demand for additional capital is often apart from the actual 
necessities of farm operation. 

4th. The interests of the investor, large and small, including the widow with her life’s savings; 
the individual investor of moderate means; the insurance companies and other corporate 


bodies that are large investors in farm mortgage securities and that have been important 
factors in making possible the development of our extensive agricultural areas. 
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5th. The interests of the borrower who is entitled to equal consideration with the investor 
and vice versa. 
6th. In addition to the foregoing there are general considerations to be taken into account: 
(a) The diversity of conditions obtaining in the United States sociologically, and climatically; 
the unequal distribution of population and wealth; the divergent requirements of the sparse- 
ly populated areas and the old established communities. : 
(b) The success of the farm loan feature of the Federal Reserve Act as a remedial measure. 
It now seems reasonable to assume that upon the 64th Congress will devolve 
the responsibility of placing some sort of rural credit laws upon our Federal statute 
books. This action will be followed by necessary readjustments and changes in 
our present general system of finance, based on tests of the practical operation of 
the new law. It is desirable, therefore, that the measure be as unrevolutionary 
in character as possible. Every member of the Farm Mortgage Bankers Associa-_ 
tion of America is urgently requested to closely study the important rural credit 
bills introduced in the 63d Congress and to give careful thought to the question 
in all its aspects. It is further requested that the conclusions reached be reduced 
to writing and forwarded as soon as possible to the Secretary of the Association 
as a contribution to the general argument which the Association’s committee 
hopes to formulate and submit to the joint congressional committee for its con- 
sideration. The importance of prompt individual action in this matter should 
not be underestimated, and I trust no member will fail to respond to this request. 
Our second annual convention, to be held in Saint Louis on October 6 and 7, 
1915, will afford a grand opportunity for the farm mortgage men of the Country 
to get together for serious discussion and to give expression to their conclusions 
as to the real credit needs of the American farmer. I would suggest that every 
member take it upon himself to secure as large an attendance of farm mortgage. 
men at Saint Louis as possible, and to bring into the membership of the Asso- 
ciation all qualified farm mortgage bankers within the range of his influence. 


F. W. THOMPSON, President F.M.B.A.A. 


* + 


RURAL CREDIT JOINT COMMITTEE 


The Congressional Committee on rural credit created under the Agricultural 
Appropriation bill in the recent Congress has elected Representative Carter Glass 
of Virginia, Chairman. The personnel of the Committee as announced is as follows: 

Senators Thomas P. Gore, of Oklahoma; Hoke Smith, of Georgia; Robert L. _ 
Owen, of Oklahoma; Henry F. Hollis of New Hampshire; and Knute Nelson, 
of Minnesota. | 

Representatives Asbury F. Lever, of South Carolina; Ralph Moss, of Indiana; 
Willis C. Hawley, of Oregon; Carter Glass of Virginia; Michael F. Phelan, of 
Massachusetts, democrats, and Everis A. Hays, of California, republican. 

The Committee was created under the following paragraph adopted in joint 
conference on March 3, as a provision of the agricultural appropriation bill: 
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“There is hereby constituted a joint committee of the Senate and House of Representatives to 
consist of the chairman of the Senate Committee on Agriculture and Forestry, the chairman 
of the House Committee on Agriculture and the chairman of the Committees on Banking and 
Currency of the two houses and two other members of each of said Committees to be designated 

. by the chairmen of the respective committees, and it shall be the duty of said joint committee to 
prepare, after such investigations as may be deemed necessary, and report to the Congress on 
or before January 1, 1916, a bill or bills providing for the establishment of a system of rural 
credits adapted to American needs and conditions. The sum of $10,000, is hereby appropriated, 
the same to be immediately available out of any funds in the Treasury not otherwise appro- 
priated, to defray all necessary expenses of said joint committee, payment of said expenses to 
be made upon vouchers approved by the chairman of said joint committee, who shall be selected 
by the committee.” 

Two sub-committees of six members each will be appointed, one on land 
mortgage credit and the other on personal rural credit, and it is understood that 
the activities of the sub-committees will begin in May at the call of Chairman 
Glass, who is authorized further to call a meeting of the joint committee at least 


one month before Congress convenes in December. 
>; + FF 


DESIRABILITY AND DIFFICULTY OF OBTAINING DATA ON 
RURAL CREDITS 


The Board of Governors has considered it important that data be collected 
in relation to the many phases of the farm mortgage situation in the United States 
as a partial basis for testimony of farm mortgage bankers before congressional 
committees having in charge the investigation of rural credits. The difficulties 
to be encountered in undertaking to gather statistics of this character have been 
brought forcefully home to the Association headquarters as is shown by the follow- 
ing taken from the Secretary’s first annual report: 

“The Association has not yet availed itself of the services of an expert statisti- 
cian but an effort has been made to gather data showing the farm mortgages in 
force in the United States on July 1, 1914; by whom held, classified under the 
headings; ‘Insurance Companies,’ ‘Banks, Mortgage and Trust Companies,’ 
and ‘All Others’; also, the rate of interest and the assessed valuation of the pro- 
perty mortgaged. Three thousand and five county recorders of deeds were ap- 
pealed to, to aid us in this work. A personal letter was sent to each of them in which 
was inclosed a stamped, self-addressed return envelope asking that official to 
name the minimum fee for which he would undertake to procure the desired in- 
formation (upon blanks to be furnished by us).”’ 

“Up to date responses have been received from only 1473 out of the entire 
3005, or about 49%. However, some of the disclosures made in the correspondence 
are more or less enlightening and emphasize the difficulties to be encountered in 
attempting to cover all the items of our letter. 

For instance: 


1. In Wisconsin the rate of interest is rarely disclosed in the records, the mortgage merely reciting 
“ce bs = WI 39 
a certain-note bearing even date herewith. 
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2. In a great many of the older states the records show mortgages to be outstanding that actually 
have been paid for from 25 to 50 years. 

3. Many of the New England and Eastern states are organized township wise, and such information 
as we are seeking is obtainable only through the various township officials throughout those states. 

4. The system of taxing mortgages and trust-deeds has been abolished in California, and this makes 
difficult a search of the records with reference to real estate valuations. 

5. In some states the system or lack of system prevails, of recording real estate mortgages, chattel 
mortgages and other liens consecutively in the same volume. 

6. A considerable number of county officials would not undertake the work because of an impending 
local political campaign, while others, more patriotically constituted, declined to appropriate 
the time of a beloved constituency even to look after their own political fancies or to serve our 
Association. 

7. A suffragette official in Iowa expresses doubt of our working in the interest of the farmer, as 
stated in our letter, but protests that if we will “show her’ our “good intentions” she will will- 
ingly lend her assistance. Her letter was handed to your President for his tactful consideration. — 

8. The fees asked varied greatly; ranging from 4/10 of 1c per item through the scale up to $1.00 
per item, the average being approximately 14%c. In lump sum quotations we have bids of from 
$1 to $3,000 per county, the major portion running from $50 to $300 per county. Miscellaneous 
bids for the work were made on a per hour, per day and per month basis of pay. Not more 
than a score of officials offered to donate their services.” 

It was thought also that service could be rendered to farm mortgage banking 
in the compilation of a directory of the farm mortgage bankers of the United 
States. The aid of banks and trust companies in every county of the United 
States was solicited in the enterprise. Our efforts failed, however, the net result 
showing that approximately only 60% of those appealed to evinced a willingness 
to co-operate. 

These results plainly show the futility of attempting to compile statistics so 
comprehensive, except under the auspices and with the financial aid of the Federal 
Government acting through proper congressional committees. 


> * ¢ 


RURAL CREDITS SYSTEM SEPARATE STATE PROBLEM 


We re-print the following from “Financial America,’ (New York City), issue of March 22, 1915, 
for the information: of our members, and without responsibility or comment.—Editors. 


Washington, March 20.—W. P. G. Harding, a member of the Federal Reserve 
Board and formerly a leading southern banker, has outlined his views as to a rural 
credits system to be presented to the Southern Conference for Education and 
Industry at Chattanooga, Tenn., next month. 

Mr. Harding believes the question is of pressing importance in building up 
rural communities, but his idea is that the system should be inaugurated by the 
individual States. Mr. Harding’s idea is that each State should charter and super- 
vise its own land mortgage bank, require its official tax collectors to make collec- 
tions; and induce local banks to act as agents in their respective communities. 
The only fees paid would be those paid to appraisers and to attorneys for examin- 
ing titles to property. 

“An adequate system of rural credits is inseparably bound up in any solution of the problems of 
farm tenancy, crop diversification, inadequate school and church facilities,’ said Mr. Harding. “I 
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would have the State charter the land mortgage bank, whose stock should be non-taxable. That fea- 
ture would constitute its first advantage. After paying a 6% dividend and carrying a certain portion 
to surplus, the balance of earnings should revert to the State. It should not be allowed to receive de- 
posits, but should confine its business to farm loans exclusively. 

“The citizens of each county of the State should be permitted to subscribe for an amount of stock 
to be prorated to that county in proportion to its population. If any county did not absorb all its share, 
the surplus might then go to another county. Loans would be prorated among the various counties 
in proportion to the value of the farm lands of that county as compared to the sum total for the entire 
State. A limit should be placed on the amount of the loan which could be made to any one person, 
and loans should run from 20 to 30 years as a maximum to permit of amortization at a low rate, or 
the retirement at the end of that time of the original loan by the payment of an annual sum only slightly 
above commercial interest rates on short time loans. 

“The amount of a loan should be limited to 50% of the value of the improved farm land and in no 
case should be more than its assessed value for taxation. All of the mortgages taken on this farm land 
under the operation of this plan would be placed in trust with a trust company and the State land 
bank would issue its own bonds secured by these mortgages thus placed in trust. 

“The State, which has an interest. in the profits of the land mortgage bank should control, say, 
one-third of the directors, the remaining two-thirds to be controlled by the stockholders. I would 
have the State tax collector collect the interest and such part of the principal as was to be repaid 
every year for the land mortgage bank at the same time he collects State and county taxes. 

“The bonds of the land bank should find ready sale at 5%, or possibly 4 or 444%, particularly if 
the interest be guaranteed by the State. This should permit loans to be made on a 6% basis.” 

“How much would the farmer pay annually for a loan of say $2,000?” Mr. Harding was asked. 

*T think there would be no trouble in working out a plan whereby the farmer would have to pay 
not more than 7% annually which would include amortization. A farmer who borrowed $2,000, would 
then pay $140 a year for a little more than 20 years and then would be discharged of debt. Any sales 
of the property in the meanwhile would, of course, be subject to the mortgage, and the new owner 
would make the annual payments. 

“The bank should be required to have a minimum capital stock of say $500,000 and be permitted 
to issue mortgage bonds up to ten times that amount. It would replenish its loaning funds through the 
sale of its secured bonds and should have authority to increase its capital should its business require an 
increased bond issue.” 

*“What would be the expense of operating such a system?” 

“Assuming that a bank could be organized as indicated,” replied Mr. Harding, “‘its first step would 
be to announce that it desired some reputable bank in each county to act as its agent, but that it would 
not pay any commissions. As applications for loans were made to the local agent, the property would 
be examined by the local attorney for the land bank, whose fee would be paid by applicant. This ex- 
amination should, of course, be subject to approval by the general counsel of the land bank. The at- 
torneys of the State bank would examine all the documents and see that they were in proper legal 
form. The expenses under this system need not be large although great care should be taken in the 
matter of appraisements.” 

“But would the local banks act as agents for forwarding applications for loans and handling re- 
mittances without payment?” 

“I believe they would. It would mean getting possible new customers into the bank. When the 
borrower’s money was received, it might be left on deposit at the agent bank to be checked against 
and a new account thus secured which might lead to profitable business for the bank. 

“TI am convinced that under State supervision a practical system can be built up which can be 
operated economically and making possible advances on improved farm property at reasonable rates, 
upon easy terms of repayment, an amount less than what the average farmer now pays in interest, 
would ultimately satisfy the debt. Care should be exercised that loans made be for legitimate develop- 
ment purposes, and not for land speculation, but details like this are for the consideration of State 
legislatures. 

“There is nothing in the idea of State land banks as above outlined to conflict with action by the 
national government, which might be helpful in marketing the bond issues of the State institutions.’ 
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MAINTAINING THE STANDARD OF MEMBERSHIP 


“Organization can do much towards the elimination of unreliable dealers 
whose methods adversely affect the business of those houses who are producers 
of high grade farm mortgage securities.” 

The paragraph quoted is taken from a booklet prepared and distributed by - 
the Association last summer, and fairly represents the attitude of the Association 
in its relation to farm mortgage banking as an institution. 

Manifestly the Association can not with authority, exercise direct censor- 
ship over the methods of mortgage houses not included in its membership. It 
does however defend the propriety of inviting criticism concerning irregular busi- 
ness procedure and questionable methods outside of its membership, and its 
Constitution specifically provides for rigorous investigation and procedure where 
infractions are cited within its own ranks. Regrettably, the Board of Governors 
has had occasion to invoke this rule, and in two instances after due investigation, 
has asked, received, and accepted the resignation of members whose methods 
were seriously attacked. 

Where criticism of the practice of non-members is properly brought to the 
attention of the Board of Governors, and where investigation proves the nature 
of the offense to be grave, reflecting adversely on the farm mortgage business in 
general, it is the purpose of the Association, whenever proper, to do what it can to 
assist placing the offender before the public in his true light. It is believed that the 
Association can be an instrument of real service to the country if it will employ 
means reasonably within its privilege to assist in putting the farm mortgage 
business beyond the realm of reproach, and it will welcome criticism concerning 
questionable methods of farm mortgage bankers anywhere in the United States. 


> ¢ ¢ 


~ CAMPAIGN FOR NEW MEMBERS 


The Secretary’s office has inaugurated a campaign extraordinary for mem- 
bership. which it is hoped will have the earnest co-operation of all who are now 
enrolled on the Association books. , : 

Heretofore our activities for an increased membership have been negligible 
rather than otherwise. That this is true has not been without justification. The 
policy has been to grow in quality rather than quantitively, and has prompted 
the exercise of a conservatism making for a much slower growth than would 
obtain in the exercise of greater liberality. 
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It is believed now, however, that the Association is on a sufficiently sound 
working basis, while not less conservative, to give better direction and to apply 
more discriminating methods in soliciting membership, and with the help of those 
who are now members we may reasonably expect, by the time of our next con- 
vention at Saint Louis in October, to have doubled our strength over last year. 


Briefly stated, the membership campaign is being conducted on the following 
basis: The Secretary has assembled the names of several hundred mortgage 
houses, not now members of the Association, that have been recommended as 
eligible to membership. This list of prospective members is classified by state 
groups and every member will be called upon during the next few months to solicit 
the application of every eligible prospect in his state or within the sphere of his 
influence. 

The campaign is conducted on the “follow-up” plan, and with consistent 
and persistent co-operation on the part of our members, every one of the several 
hundred prospects will receive every two weeks, a letter from some member in his 
territory inviting him to join forces with the Association, at the same time giving 
reasons for believing that benefits will accrue to every reputable farm mortgage 
house joining in the activities of our organization. 

Invitations are not to be restricted to those prospects whose names are in- 
cluded in the list furnished. The names of many qualified mortgage houses, 
through oversight on the part of members, have no doubt been omitted from the 
lists, and where this is known members are requested to advise the Secretary. 

Let us all work together with earnestness and promptness for a larger member- 
ship in its broadest sense. 
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FARM MORTGAGES AS INVESTMENTS FOR SAVINGS BANKS AND 
OTHER INSTITUTIONAL AND INDIVIDUAL FUNDS FOR WHICH 
THEY ARE NOT NOW A LEGAL INVESTMENT. 


(We print by permission the following letter from Honorable Frank C. Williams, 
Bank Commissioner of the State of Vermont.—KEditors.) 


STATE OF VERMONT 
OFFICE OF 
BANK COMMISSIONER 
Frank C. WiuuiAmMs, Bank Commissioner 
Kate M. WiutraMs, Clerk 
Newport, Vr. * 
Mr. H. M. Hanson, Secretary, January 11, 1915. 
Farm Mortgage Bankers Association of America, 
Chicago, Llinois. : 

Dear Sir: 


Yours of January 7 at hand. You inquire as to the advisability of the adoption by New England 
and Atlantic States of an investment law allowing banks to invest in high-grade first farm mortgages 
on middlewestern farms, and I beg to inform you that the banking law of Vermont for a good many 
years has allowed the State banks to invest in first mortgages upon real estate, without regard to lo- 
cation, the condition being, that if located in Vermont, the loan should not exceed 60% of the value 
of the property, and if located outside Vermont, the loan should not exceed 50% of the value of the 
property, and the property mortgaged must be improved. 


I have been bank commissioner of Vermont for the past six years. When I was appointed com- 
missioner the State banks in Vermont had mortgages upon real estate outside Vermont, of a little over 
$27,000,000. These mortgages were very largely upon farms located in Iowa, Minnesota, North and 
South Dakota, Kansas, Missouri, Oklahoma, Arkansas, Nebraska, with a small amount in Washington 
and Montana, and perhaps a few in Michigan. Since that time these mortgages have increased to a 
little over $43,000,000, and the banks have invested, in the past few years, somewhat in Texas and 
Georgia, and to a larger extent in the States of Washington and Montana, and to some extent in Oregon 
and a few of the other western states. Two years ago the State passed what is known as the “Blue 
Sky Law’ and one provision of that law required the bank commissioner to make such investigation 
of out-of-state investments by the banks, as would satisfy him of their character. There was quite a 
strong sentiment among the people of Vermont that the banks were investing too much money in 
western mortgages and that there ought to be more knowledge of those investments on the part of 
the banking department of the State, and because of that feeling and because many of the large 
banks felt it wise, this provision was incorporated in that law. 


During the past two years I have visited Missouri, Kansas, Oklahoma, Arkansas, Iowa, North 
Dakota, Minnesota, Washington and Montana, going over a portion of the loaning field in each of 
those states, and have investigated 25 investment companies which are licensed to do business in Ver- 
mont. During the past six years, twice each year I have examined all the loans in all the State banks 
in Vermont, handling them myself, noting the overdue interest and getting such information with 
relation to the character of the loans as it is possible to get from the officers of the banks and from 
such examinations. During that time the banks of Vermont have made losses upon western farm 
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mortgages, not to exceed $12,000, and practically all of that was lost through the dishonesty of an 
agent in the west. My examination of these loans in the banks and of the loaning field and the invest- 
ment companies in the west, leads me to say that the banks of Vermont have no safer investments 
than first mortgages upon high-grade western farms. 


In the investment of the savings deposits of the people of Vermont in mortgages on real estate 
outside the state, I urge the banks to make a personal examination of the security each year, and to 
thoroughly investigate the business and financial standing of those who act for them in placing such 
loans. Our most successful bank officers adopted this policy many years ago, and their success in hand- 
ling Western farm loans is largely due to the thoroughness of such examinations and investigation. 

Yours truly, 


(Signed) FRANK C. WILLIAMS, 


Bank Commissioner. 


ele Ve 
WHAT THE ASSOCIATION HAS DONE 


Farm mortgage bankers have justly felt, for a number of years, that the legal 
obstacles against the farm mortgage as an investment for the funds of savings 
banks and trust companies should be removed in the New England and Eastern 
states. With the exception of Vermont and New Hampshire practically every 
state, in the groups named, for some time has had laws which either prohibit or 
penalize through taxation and otherwise, certain classes of investments outside of 
the State. These include investments in prime first farm mortgages. 


To farm mortgage bankers who are familiar with the situation, the rigidity 
with which these laws are defended locally seems lacking in complete justification 
when a comparative analysis is made of conditions a quarter of a century ago and 
today. 


The present attitude is founded upon the experiences of some of the eastern 
investors in the early nineties. Disaster came to many who, during those years, 
unwisely were attracted by excessively high rates of interest and who failed to 
exercise business prudence in choosing the territory from which to make their 
selection of mortgage investments. 


It is to be regretted that those early investors were not less credulous; it is 
equally regrettable that manipulators, in the guise of farm mortgage bankers, 
were willing to avail themselves of such opportunity as this credulity afforded. 


The farm mortgage has shared with other classes of investment securities 
the ups and downs, the rebuffs and set-backs incident to the fast and loose methods 
practiced by some of the investment houses of the pioneer days. ‘The effect of 
these early disasters has reacted in favor of extreme conservatism, and today it 
can be said, with truth, that the carefully selected first farm mortgage is in the 
vanguard of popularity among the largest life insurance companies in the United 
States; trust companies and savings banks in a majority of states; and among 
large and small individual investors in all states. 


The weeding out of the old time adventurous operators and the present dis- 
position to eliminate all undesirables from the field has tended to standardize the 
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business, until now there are fewer farm mortgage bankers than ever before whose 
methods are not above reproach. This condition obtains to a degree that might 
well render obsolete the laws of those states which effectually deprive their citizens 
of the privilege of profitably and safely investing their savings in prime farm 
mortgages. 


The feeling of the members of the Farm Mortgage Bankers Association of 
America on the question is expressed in the following resolution adopted at its 
convention in Chicago, October 7 and 8, 1914: 


“WHEREAS, the laws of several of the eastern states prevent savings banks, trust companies, 
trustees, guardians and conservators from investing in farm mortgages upon lands outside the 
respective states, and thus deprive investors of the opportunities to take choicest securities— 
mortgages upon improved and productive farm lands in our best agricultural states—and also 
deprive the farmers of the opportunity to borrow, for the development of their lands, the surplus 
funds of the states where such laws are in force: 


NOW, THEREFORE, BE IT RESOLVED; that the Farm Mortgage Bankers Association 
of America make vigorous effort to secure the repeal of such laws, and that this Asso- 
‘ciation urge the American Bankers Association to co-operate in such efforts; 


RESOLVED, ALSO, that Edwin Chamberlain, J. W. Wheeler, E. L. Johnson, Peter H. 
Saunders and John Lee Coulter, be, and they are hereby appointed a committee from this Asso- 
ciation to present the matters mentioned in these resolutions to the American Bankers Associa- 
tion and to its proper sections and officers, and to solicit their co-operation, and to take all such 
lawful action as to them seems proper to induce the repeal of such laws.” 


The foregoing resolution was presented to the Savings Bank section of the 
American Bankers Association at its Richmond convention the following week, 
where it was received, filed and referred to the Executive Committee. Thereafter 
the Farm Mortgage Bankers Association got into communication with the various 
officials of state associations of savings banks and State Bank Commissioners 
in the east preparatory to submitting proposals for co-operation in formulating 
legislation for the repeal of such unfavorable investment laws. The replies dis- 
closed varying attitudes towards our proposition—some favorable, others un- 
favorable, and some non-committal—the situation in its entire aspect revealing 
an attitude that would, for this year at least, preclude concerted action on the 
part of the legislatures of the States involved. 


During the current year we have also, by correspondence, introduced our 
resolution to the heads of approximately twelve hundred savings banks and trust 
companies in the Eastern states and not a little agreeable correspondence in rela- 
tion to the subject has resulted. The seeds of the propaganda have been sown and 
it now remains for the Association, through various available agencies, to go for- 
ward with the campaign as systematically and effectually as possible. 


In the meantime individual members of the Association should let no opportu- 
nity pass to demonstrate that the farm mortgage and the farm mortgage bankers 
are justly entitled to all the consideration for which we ask. 
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OPEN LETTER TO EASTERN SAVINGS BANKS AND TRUST 
COMPANIES 


On February 3, 1915, from the Association headquarters there were mailed 
approximately twelve hundred letters addressed to the executive heads of an 
equal number of savings banks and trust companies in the Eastern states. The 
letter in question included a paragraph in the following words: 

“At the annual convention of the Farm Mortgage Bankers Association of America in October 
last, resolutions were adopted and later concurred in by the Savings Bank section of the American 
Bankers Association at its Richmond convention supporting the proposal that the laws be re- 
pealed in the New England and Eastern states which create legal barriers to first farm mort- 
gages on high grade middlewestern farms as legal investments for savings banks, trust companies, 
trustees, guardians and conservators.” 

The statements in the paragraph quoted were made in good faith and were 
based upon the interpretation of the text of the report received at Association 
headquarters covering the action of the American Bankers Association. 


We were advised, however, by W. E. Knox, President, Savings Bank Section 
of the American Bankers Association, that the resolution referred to was not “‘con- 
curred in” at Richmond, and subsequent investigation on our part supports Mr. 
Knox’s claim. 


The resolution, we now know, was presented to the Savings Bank section and 
there “received, filed and referred to the Executive committee” with no action as 
to concurrence. The action taken at Richmond was unintentionally mis-stated 
in our letter of February 3, and we are glad to acknowledge the error and to correct 
our position as well as to modify any erroneous impression that may have been 
gained in the premises. 


A copy of the Bulletin containing the retraction herein made is ad- 
dressed and mailed to each person to whom our letter of February 3 was addressed. 


Respectfully, 


H. M. HANSON, 
Secretary F. M. B. A. of A. 
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LETTER FROM CHAIRMAN OF PUBLICITY COMMITTEE 


To the Members of the Association: 


The effectiveness of the work of the Association must depend in large measure 
on its prestige, and this depends in turn to a great extent on how far the Association 
can make itself known to the public and the political representatives of the public, 
as being representative of a business of national importance and vital interest, to 
every citizen in the large sense, and to the investor and rural borrower in the 
strict sense. 


Publicity for the aims and work of the Association therefore is a fundamental 
requirement, and your Publicity Committee therefore wishes to impress on each 
member of the Association the necessity, if he is to get full value from his con- 
nection with the Association, of active co-operation with the Committee. Every 
kind of information, criticism or suggestion will be welcomed, but the Committee 
wants to assist members in putting their desire to help into concrete form, and 
therefore suggests that each member send in a report, as soon as he conveniently 
can, on the following topics: 


1. Rural Credit conditions in his community. 


(a) The feeling in your community regarding the general question of rural credit legislation, 
the need of it, and the merits of the main legislative proposals so far made. 


(b) State so far as possible the reasons people give for this feeling of the community, and 
quote from leaders in the community so far as possible, getting permission to re-print 
such quotations, if important. 


(c) If you disagree with the common opinion in your community, state why you do so. Could 
the difficulties uppermost in people’s minds be removed by other legislative action, State 
or Federal, or are they inherent in the community where you live? What are they? If 
legal, such as foreclosure laws, titles, etc., please enumerate in detail. 


Your Committee considers it important to know who wants rural credit 
legislation, and why, in each section of the country. The answers are likely to 
make interesting publicity material, especially if backed up by quotations which 
have news value. 


2. Conditions affecting farm mortgage investments in your locality. 


(a) Do you know of any recent developments favorable to outside investment in farm loans 
in your community, such as tax and collection laws? (e. g. The repeal of the Robertson law 
in Texas; the new secured debt law in Massachusetts, etc.), improving farm conditions, 
immigration, ete. 


(b) Do you know of any adverse factors of similar character? 
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(c) Do you know of any large institutional investors who have recently entered your field? 
What representative investors can you name, who are now in the field? 


Your Committee feels it is important to publish material showing the tend- 
ency of the farm loan investment in its present unregulated state and the factors 
governing it. 


Your Committee further suggests that each member watch for and send in 
items of information as he comes across them on the following topics and any 
others he thinks may be of value: 


(a) Public activities and positions of members of the Association and others engaged in farm 
mortgage banking. 


(b) Institutional or other prominent investors who have recently begun to invest in farm mort- 
gages. 


(c) Any public comment in the press or otherwise reflecting unfavorably on the farm mort- 
gage as an investment, either individually or as a class. 


(d) Any favorable published comment on the above topics. 


All of the material should be directed to the Secretary’s Office, which will 
refer it to your Committee. 


KINGMAN N. ROBINS, 
~ Chairman of the Publicity Committee. 
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LETTER FROM MR. LEVERING MOORE 


Mr. Levering Moore, active vice-president of the Mortgage Securities Com- 
pany of New Orleans—a member of the Association—writes the following letter 
which may be of interest to many readers of the Bulletin: 


***H. M. Hanson, Esq., Secretary-Treasurer, 
Farm Mortgage Bankers Association of America, 
Chicago, Illinois. 


Dear Mr. Hanson: . 
We have recently inserted in our forms a clause of which the following is a copy: 


“It is further expressly stipulated and agreed by the mortgagor that any covenants or agree- 
ments in this mortgage contained, which might otherwise affect the character of the note 
secured hereby as negotiable instruments, to the contrary notwithstanding, the said note 
shall, as regards the said mortgagor , and in favor of the mortgagee and all future holder or 
holders of the said note , be deemed negotiable instruments within the meaning and intend- 
ment of the Negotiable Instruments Act of the State of Louisiana, with all of the qualities and 
characteristics thereof as stipulated in the said Act.” 


Recently there has been considerable tendency to attack the negotiability of notes secured 
by mortgage or Deed of Trust on the ground that the numerous contingencies constituting a 
default rendered the maturity of the debts uncertain. 


In one case the court, it seems, held that the use of a clause similar to the one quoted above 
protected the negotiability against attack. 


Our Louisiana counsel, as well as our Mississippi counsel and our Texas counsel, have all 
approved the use of this clause and think that it is very desirable in view of the tendency above 
stated. 


As our Association should attempt to look after such matters on behalf of its members, I 
am submitting the clause to you with the suggestion that it might be a distinct service to our 
members to distribute this clause to them with the facts as stated. 


Yours very truly, 


(Signed) LEVERING MOORE, 


Active Vice-President.’ ” 
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“BOOSTING THE GAME” 


The closing of the stock exchanges of the United States last August following 
the beginning of the war in Europe opened up unprecedented opportunities for 
the farm mortgage banker, the attractiveness of which naturally did not escape 
him. Never before had so propitious an opportunity been offered for resorting 
to extravagant claims touching on the merits of the farm mortgage as a safe, 
dependable, profitable and readily convertible investment security. It had come 
with a suddenness that, conceivably, might have dislodged the average mortgage 
banker’s sense of the ethical. 


Few farm mortgage bankers however arose objectionably to the occasion. 
Some houses grasped the situation and through the medium of newspaper and 
circular advertising made use of statements optimistic in character, but respectably 


within the truth and not at all to the disadvantage of the farm mortgage. 


Advertising of this character brought forth complaints from stock and bond 
investment houses. Two or three letters of protest came to Association head- 
quarters which were brought to the attention of the Board of Governors at its 
conference in Chicago in January. While it had not been disclosed in these letters 
that any member of the Farm Mortgage Bankers Association of America had 
made use of advertising to which exception might be taken, discussion of the 
subject resulted in the adoption of the following resolution, a copy of which was 
transmitted to the Investment Bankers Association of America. 


RESOLVED: “That it is the sense of the Governors that all public advertising and printed 
utterances of members of the Farm Mortgage Bankers Association of America and of the members 
of the Investment Bankers Association of America be confined to positive statements of fact 
and that they eliminate all negative statements in regard to other securities and all invidious 
comparisons with other securities.” 


The poise with which the vast majority of farm mortgage bankers faced the 
temptation to “boost their game to the limit”’ and the self-restraint exhibited in 
handling the situation serves as a striking illustration of the generally conceded 
conservatism of the farm mortgage banker as a class. 
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TAXATION AND REVENUE SYSTEMS OF STATE AND 
LOCAL GOVERNMENTS 


The Bureau of the Census, Department of Commerce, is now distributing 
its bulletin compiled in 1914 on ‘Taxation and Revenue Systems of State and 
Local governments” whieh contains a digest of constitutional and statutory provi- 
sions relating to taxation in the different states in 1912. 


In the introductory remarks prefacing the bulletin it is explained that “the 
material in the compilations of the taxation and revenue laws of the several states 
is presented, so far as possible, under fixed headings and classes.’’ The classifica- 
tion used in part is as follows: 


A. General property taxes. 

1. Base. 
A. The property subject to taxation. The exemptions. 
B. Assessment. 
C. Equalization. 

2. Rate: 

8. Collection. 

Poll taxes. 


The inheritance tax. 


ab 


. Corporation taxes. 


D 
E. Business taxes, licenses and fees. 
F. Income tax. 

G 


\ 


. H. ete. Other revenues. 


There is much information of material benefit to every farm mortgage banker 
contained in this bulletin and all interested would do well to procure a copy for 
reference. 


Another bulletin similarly issued is entitled “‘ National and State Indebtedness, 
and Funds and Investments 1870-1913.” 


=A 


PERSONAL : 


all 


Members of the Association who knew Mr. H. B. Palmer of H. 
B. Palmer & Company, Mortgage Bankers, Helena, Montana, will be 
grieved to learn of his death which occurred in Helena, January 12. 
Mr. Palmer was favorably known as a substantial, conservative farm 
mortgage man and a close student of economics whose counsel will be 
missed in the work of the Association. 


BO 2.4 DG 
F22te DHIVERSII 


OF ILLINOIS LIBRARY 


FA Ae 
DEC 3 19I8 
FARM MORTGAGE BANKERS 
~ ASSOCIATIONOFAMERICA « 
~ BULLETIN 
2323 
LLETIN 
Vou. II Cuicaco, Aprit, 1916 No 2 


CONTENTS 


OFFICERS, COMMITTEES AND MEMBERS 
EDITORIAL 
WORK OF COMMITTEES 


BROADENING THE MARKET FOR FARM MORTGAGES 


Legislation in Massachusetts 


MEMBERSHIP : 
200 Members at Memphis” 


RURAL CREDITS 
Progress of Rural Credits in Congress 
Criticisms on the “New Hollis Bill” 


What the States Have Done 


GENERAL 
“Standardization of Forms” by Mr. R. C. Peters 
Regular Audits. 
Farm Mortgage Forger Arrested 
Twenty Year Installment Loans by Life Insurance Companies 
Issued Quarterly from the Office of the Secretary 


FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 
112 West Adams Street, Chicago 


OOS S 1111111 D1S1S1D)S1D1 SSI D11D1 S11 D1 1S1 SDS SSDS | 
A SN FR RB FT FD Ge Pod eae Ha be Fees Sc oe, fe for ecg be Sad ed So pe fe Sad Fe J ed a 


~~ 
AIL AE PR eR al A ad bed eal ed ead a! em aad pe Set] es Fae asd ed iol Pe BN St a 
: . 


| 


Page Fifty-four F. M. B. A. of A. BULLETIN 


OFFICERS 


President 


Fo We THOMPSON... 3 Os ea ee Chicago, Illinois — 
The Merchants’ Loan & Trust Co. 


Vice-Presidents 


KINGMAN N.° ROBINS. 2o.occeodiccccecice ciccccenencthasscscoceennncineg saceesceerecesontntseanacteosaesns UO COED PG Eth mai arn 
OEM COB WIN co 5 ys aa i ae Minneapolis, Minnesota 


Noirs sree) GG 6s Oy PA ae Ae eae Nrculseae aera ei SoM CA aS) hanna tote F-), Kansas City, Missouri 
Maxwell Investment Compan 


. Secretary-Treasurer 
Da CPPAN SON eae oe oan gee teas a tear p cre clu a ee rine Chicago, Illinois 


BOARD OF GOVERNORS 


Term Expires 1916 
| PEs Frac © 4 O01) (ucepeia aera ane odin tt AON Sekar be Lime NS oe Tei ae Ulipa ut iE Re ea Oklahoma City, Oklahoma 
BOs ASTG MEIN Gi ee ay Re ceca, eee See ee Oswego, Kansas 
GRORGE LL. RAMSEY 25 eee EE ara det en cee ee Helena, Montana 
Term Expires 3917 
EDWIN CHAMBERLAIN 2225 ee, eee ce eee San Antonio, Texas 
EEG VEGECT ING: LOO Bs, tat Nea aa els ee ee eee gee New Orleans, Louisiana 
aes ase RS Gy OO 0) § SPR ee lie ete este Pb sraneN Ein mah Phan Wee ars RURN ng NO Saint Paul, Minnesota 
Term Expires 1938 
He We JOHNSON occ oO ee eee ere Sioux City, Iowa 
CONNER): MATIO TV Tee see ee ee ee aD See Spokane, Washington 
Meo OSEISSION GS. 20a ick Naat pe ee iar a eee a eh ee gee Jee secant Marietta, Georgia 
Term Expires 1939 | 
BGs PETTERS 8 ee i gee ree ae cco Omaha, Nebraska 
Wo WO CUA PP si a een con Pas aig carl eat csc ace en ese nae reece eee Wichita, Kansas 
Wis FEB WN es ON oii esa St i ia cee ee Butler, Missouri 


GENERAL COUNSEL 
McCULLOCH. and: McCUL LOCH iocisscccccccpescesceececgysscesents-9sstscnecd opeeen ous eres eee ae Chicago, Illinois 


F. M. B. A. of A. BULLETIN Page Fifty-five 


COMMITTEES 


Resolutions 


D. H. McKEE, Chairman, Des Moines, Iowa 
Iowa Loan & Trust Company 


co AVE 22 OB a a Pe i dt en Ral li a ler He Me Re as at gai Omaha, Nebraska 

eR IES TES Os 9 BP A SAIS Seti aerated SRENMMA INF aE iar ea RR LEE eT VE Butler, Missouri 

NT ANG a eo a ncild Avtdnsen vores ek bean soa Crawfordsville, Indiana 

Tg a a ae PET Lec ania hte nde ideas co mln chad cas Abobo Omaha, Nebraska 

Ed OSA Ga RU SRD cae USS ae eats ek aN ee see Poe ie i ea ae Maryville, Missouri 

UR RNIN eI ECC) ES LIN oon gos ececec ene tnten -aasnzepeensnamnsoatcetacaednauensenrad's.nondvacsdeeoogunae-g eOCHester, , New York 
Publicity 


KINGMAN N. ROBINS, Chairman, Rochester, N. Y. 
Associated Mortgage Investors 


REE NN ao ig cece age ape Ve ele atone tg cas seen asthe nase neta bes wp bodecg pos Kansas City, Missouri 
TT ISR SUAMT EA Dal ice ie Pea et a aad Re anc for enc <ol SUO RE AAE A Sherman, ‘Texas 
Sa UE PREY DEG Ne hee Sg ND Si, dass ne crcl aa aeunts pata nthop lava raceapaafcsann Memphis, ‘Tennessee 
Se ECD NETS PA LR ee goose, wa, os ma cis evan adden qaiicokden nord enh cane “matwncinalenonyoeciad San Francisco, California 
ER asp Bees anda oa ato oeseies Ren adiws now ae cde nets Sineesenndpt elas wicunlnpownntn Ottumwa, Iowa 
SM RRA ELD LU ce ee re ce a Me ch enna cna bai eaaavedaestsseubuncngen New Orleans, Louisiana 
Ee STEN OU SUL DEN Ek BE SPAS De icgeistond RGIS ts a A Lawrence, Kansas 
ETS UGS) So BG ae 8 AS RS Re ee Os Oe re eae ee Joliet, Illinois 
Membership 


CHARLES SHADE, Chairman, Rock Rapids, Iowa 
First National Bank 


a EE ERNE LD Eg Peg ate get ccc pdb se tee wie Backs a Sopa ca cabc inact enntn nice hea Kansas City, Missouri 
SAIS EDU GAS SITES DWE Sees es on cu Re TS PR mee Fort Worth, Texas 
ON REAR AS EGEC LG 8, ON patie hn Sg ag salca Saleh ris bd ocPsuncode sandoceccine teres San Antonio, Texas 
oo WAP i dll ns een Sa 75s MI Aaa ie ts Re Se Le Ee a She A Pa Americus, Georgia 
ey TR TS Gs CIB AS Dp OBS oe ER a Fargo, North Dakota 
ek CE DONALD OL ES 5 2 UR SCP GT oe SRD I oF ae calle = eae et AME ark ceo ee Spokane, Washington 
ORR AEB PNA PIN ee Le See 8 ce isan oa pee me ndedon gOS a calalete A nitiinc wine sicancdchdance vont Minneapolis, Minnesota 
co Tae STEN SS Bag Ryd RUT LAS BR gS CORR 2 ne a a aE CL Topeka, Kansas 
UTE AGM, GES US eae See Se i a SR Ro ina Sa Be a ae RD Oklahoma City, Oklahoma 
Legislation 


WALTER B. PASCHALL, Chairman, Oklahoma City, Oklahoma 


American Investment Company 


My ae Ci RM RE ea cS ec ry. A SORE aa NS a es ee Dallas, Texas 
PPE OM ee ere ree i ee I ao ee Sioux Falls, South Dakota 
RT TISELEN OTTER oe ee eee Nees ua ace anc acc MS Lebanon, Missouri 
ES ett eo Sr at scons seuss Saint Louis, Missouri 
TS ie ESO" oS Sek EE <P ee A CRN Sede ae ae ain ee 2 Hutchinson, Kansas 
ELUNE 28" 9) BU RN el ln Rat is TAR: oa tS,” A Se SR cape RENN Soe ch em ae Richmond, Indiana 
uh Re C0 we AS we Ra eS ES ake on al LEMS SE oan oS Sy Atlanta, Georgia 
SE EAL EG Bae at CGI RSE OS me ae NO Se mR aE ee Topeka, Kansas 
Breet AR Pe RR ROM ET COE LER LSING V1 109 ope Seka i iets cage Setup a tac sulooemazackoponniitagudeade dont ecamesdenes aedens Omaha, Nebraska 
cur 8) ALE OW STG) Mt BSD OR Se SR eine LSS diekt Spd OE We ok Co eS, en ay a eee Chicago, Illinois 
DO VIE UTR UR CNRS Day Sag ea eae aN pe A aa Indianapolis, Inaiana 


Shea HET Ny LS OEE ON oe ts ap le Se RE Joliet, Illinois 


Page Fifty-sia KF. M. B. A. of A. BULLETIN 


LIST OF MEMBERS 


California ; 
Agricultural Credit. Corpiof California: :....Ac. eee a San Francisco 
Georgia 
Einpire- Loan &-"Prast: Company 2 ioc 0000 aac est ae Americus 
Géorzia: Land & Securities Company:...-s.-s.c ccs ee eens ag Savannah 
Georgia Loan: & ‘Trust Company: 22.0002 0 Macon 
Sessions: Lodi &- "Trust: Company ee ees <aue cs icachage tick wore cnae Marietta 
Southern” Mortfage Company 2.22... -o en A Atlanta 
I{linois 
Chicago -_Land, Credit. & ‘Trust’ Company ..2::222.2.20..1...2h0 222 ee Chicago 
Forman; Geo.c MM: &( Company:22en a eeen se ee s.cdetlecictactobtdeaennst ee Chicago 
Goodell, : A. °&°. Sons Company i... ec ee Loda 
Llineis:Trust.-& Savings. Banks. 60 eS csc ee Champaign 
Kankakee: County. Title: &..' Trust. Compan ye -i.cct nn icons ots Kankakee 
Merchants Loan \&* Trust. Company-.....2s20 neo eee Chicago — 
Woodbaff’ Trust) Go tn parry oes ioe ne eet eso ele ae Joliet 
Indiana 
Dickinsernt: -&) Reed sn ee ae da ee cee Indianapolis 
Dickinson Trust Company...........02..:.....-- I Ban Stats ays capeacheeeetaa eae eee Richmond 
Kvans, Frank: C...& -Compatyi...05.. Gee ee Crawfordsville 
Farmers Trust’ Company:...c2..4..5.2..5) dale ee ee Indianapolis 
Straus Brothers Company, The............... ee a aaah oc sin sy a eer ge ict Ligonier 
Iowa 
Beyen: Ci W He: & Compan yous oe oe nk ee Gy ee eerie ot Grinnell 
Barmers.-Loan; & Trust Company.22.5..05..0 ee Sioux City 
Hirst... National. Bapk:. 02s eee a ee eee ee ee Rock Rapids 
lowa.oan: &.Trust: Company (3.35252 oe ee Des Moines 
Johnson .Brothers;Land @ompany...20 ee es ae Sioux City 
W046 Om OC ii sisicees a ge ee eee eee Council Bluffs —— 
MasonsCity: Loan: & "Trust: Company 22 a Mason City 
Phoenix: Trust, Companyicn ss. sc. 2 a en ee Ottumwa 
Robinson ‘Brothers:“Bank.2.4.30 25 oe a ee ee Hampton 
Hugh H. Shepard = i ee pS na saad he aN San olen es er Mason City 
Kansas 
Davis-Wellcome ‘Mortgage ‘Company.3..203 oe eee ee ee Topeka 
“Deming Investment:’Company —223..2 2 a a ee Oswego 
Farm? Motteage. Company..ice.: 8k es ee ee Topeka 
Birst. ‘Frust; Company <of: ‘Wichita: 20) 2 ee Wichita 
Pontron: Loan 6. “Trust -Companys2..00 0 ON ee ee Aen ers Hutchinson 
Flumphivey > 8. Husnph reyes ee ae ee en a ee ee Independence 
Tnterstate Mottgage Trust: Company io 5 A Se ee Parsons 
Merriam. Mortgage: Company:3. oo: ee ee es a eee Topeka 
Weteall).”. Wilders. ois eee el eg ek ig ee ee re a ae Lawrence 
Perlsivig,. Fredo (8 CS i escape ee eee ee Oswego 
Pioneer. Mortgage Company...) 3 SL ete ee 
Putsam: Investment Company = 2.5 eR Mone ROM AM ERC ae tet ec coral MeO, rt Salina 
Shomes: Mortgage Company:. 0.000 ties IN ae DR aan, c RNase RE Emporia 


Wanres “Mortbage:-Company.2:. 20 se so Oe a a Emporia 


F. M. B. A. of A. BULLETIN Page Fifty-seven 


LIST OF MEMBERS—Continued - 


Louisiana 
Senta IVRU ULI LIOS. 2. COUIBDIAT Yo... oe case coals se ebeeeton 1SUecd da sc ossdSeccestbes dcceha. coetctacporposcnlaniens New Orleans 
‘Massachusetts 
Pperstate (mMortgace ‘Trust Company—Fastern Offices onl ceedpn sentenced tees Greenfield 
Minnesota 
STE eet ee Ts oe Oe CIN ATY e  e E nee  on  at Minneapolis 
Seen eee. ecurities” Company.) ho ee Minneapolis 
Reeeermaiecks Loan oc - Credit Company ceicccs cece, semnecnancnccoacct hc nccecd ot one cen Soncneercrovarees Minneapolis 
Hennepin Mortgage Loan Company................... aR a Et Nin Rae N oR ROR oe Ee Minneapolis 
Re EM ERIE Coe FUSE COMP GIN voce cons concre.- cy sneeicroceenbe pace eenveveve cases coccapiedoesTusBakberupnyenesece Minneapolis , 
RMR CEPA A Cre CT NVR IV Yoo c oe on og cg descends ce ove une eusneuvatlaonsntvorsod sucapdeeoudotwadeccnwsnitantetantene Minneapolis 
STS SS 7 8 8 ar a SI ae = re oes ROE Minneapolis 
EI NLA LIK Grey rg Pe ey EG, ops aunstpetee eas ctactemoueomnrimercdaminens Minneapolis 
OTS SES SAE 257s a a ee aR St. Paul 
aC PAIS U2 COTTE ee see Sega Ne aca Fs aden cd cae vanes oe ce decigan soda bakn on nncumacngt St. Paul 
ete AOS. Ol NV ESEIN ENE: COM PAM Yee voi cee coe che cecunnssocdeccteaeeddponcasuagsn-comeoceansnpbanbacosanactonntee St. Paul 
RSE TLE VOUS We ce case a a Se So et ewoecgited yucca sie selena Qopacieiwbatensoninanedeiee=s St Paul 
Ey UL SET TE mat Ota 1” eae etoile Gu nS a vs Sa aN eo be ls hy Raa Se Willmar 
iW Reeler, Misnéer Loan Company. -.....---.2:-.----.-.--cs0sscce-caccdcnlee pects BE ee eo ape Baier Wve. wach Crookston 
Missouri 
SSSR VENT) ara 2 RRS ALO 9p NS cr RE A eo gE I Sieg aan em Kansas City 
SINE ER HOO CSOT ANY eg a te Se Kansas City 
Su EERETIE EEC ITIRDUATI er ee ea ate seg re ee Kansas City 
Inter State Cattle Loan Company ..............0......0.0..0... SBS a a ae Se ae Nat ee Eo Kansas City 
ME ETN TTVOTAT A OVID RINY AS Foon sce chong nas fen och seel oh saceageimeaee Seucduatcnce vcictiowaccvayarddenaseneaentrase Kansas City 
MR IEC CEA TS ATN Yl ee oreo wos sos a xe at cae cack «ose <Gee sb arenes pL EER Pac airing Re PMN RSVR, a Kansas City 
MIDI ATL SSCCUTIFICS CCODTIVAN Va. 5 -o-.- occa cc ew seen rene cases tan cobce de cw Snect ada cewesesuandendndiactnnwce Kansas City 
ONS LBEY a2 8 lier = CRA a RE hes Sine Aa eet ne ee nA eS ote cee ee Kansas City 
ES STAINES 9's Vea hg 1 1 4 arm in NIE ERM Pr Ata ee SP oO OP ee St. Louic 
ES eS ES UPS Daal Rag VTS) a S75) 11 9 82 Ae I Se a gE AY Sa a St. Louis 
St. Louis Farm Mortgage CompanJ.....................2.:c:00000+-- Nha SEE A RRR ss ce SE td pee Re St. Louis 
Ey 1 ISR 5 Bieta tits Beene ea eS wPACe ei oR fe A SER ia PC ase" WP ALOT. ee Lebanon 
ean eM EUS : COUN PANY oe S2 her a Sa as er ete ee Butler 
ana UO MT AELTL Wigs tho Pas a arden) = Spans letra cles tates crbnoees enor atknpencsm at Maryville 
et ee OT, “ietelt)> ATIC LC TOST: COMPADY oo: soic. anv ccns oak core cdhetbsdede a hct lh ap soecacanosncelseoseneeccepe Maryville 
ee EU oe stg NP lek SE eB a Tae Sa oe a aontng th ore rasnscgnhtanopnewnnpn-benecedetoneresne Fulton 
SMM TINE OLY ATE ee L PUST COLIN ALINY 508 Se Secs gt tesa a 2c aden penser wenkmrtn mann fogoadnn scans nenedennin cath Springfield 
eae BI My PUT Gm TAN TOA YAY 225s ce ede sng wee wg hay wang same eee AN Sana ndndcnhene Ue occacepannates Springfield 
Walton Trust Company.......: Biers agrghibis sae. Fe AES RE ee RS od ele AE SBR nef eS es Bagee PCC TG Butler 
Montana 
SRMMERLRI CL CYPTIGOPALLOTI.OF sVPOTICAUIS, 0s 2, acs ole Sede soles goes coc ata aN de Henacbe ocelot ea ~--Helena 
Semen Pate Tie TICE SIM OP LARS = COMP AM Yo etc ooo acer No ed nt a epe ean ao dem cree pe penchin Sapengecaombenes Billings 
Paria nl OAM anid Investment -COMPpAaDy a=... see sscada cc cee tact connect oe caceae nae snccnegseonwensengyatonesee Lewistown 
Tes RSs PONT Tp zo) 4 VSR RR SR eg cm as SSE a SRE Sp Se SO Helena 
Nebraska 
RD RN ASL Age Tar Re BS SPS Pp SSN Ot ne RI TC ARO 7! Omaha 
EIN a rT En 0 ata SIN Oy TU TO vee Mae, 2 OG Se Sh Se pic ch ROR aS WO. a Omaha 
RIOT Vie EB UIS 0 TD PAN Y scacaorc dace pk odevnscne houses Gasbcdecs gavbcie oe Nene an REE Sie Ses aN me ch a Fremont 
EE 8 PUT UOT PIGNL OL SC) ITAA oie cog ion ter eck sav ececsnccsceseedse oop wenn ar iapenninecwaceserecsecyeveisisenioas J ANG 
Seti tRNA AEE SCAT IS VERT Vee ae mas eg Re man endo mpa darn enon gabon tra eauer asec avon pon ceaneasverese Omaha 
New. Hampshire 


Putnam Investment Company—Eastern Office ..............-s-cecsccesesecocesseceenesesseeesesnensenenceneoesees Concord 


Page Fifty-eight F. M. B, A. of A. BULLETIN 


LIST OF MEMBERS—Concluded 


New York 
Associated: Mortgage Investors 20. 2.2.0:5:520- cco acannon Rochester 
Kahler, Hye As & Company. cies iis caret ges anne eee New York City 
North Dakota 
Northern Real Property Company cic cccc.- 2ecesisccccececencibowcce-entas deslateess susecsecskoeseeesSsvebane eae Jamestown 
Northern, Trust, Company i281. <..0.08 cieont-coeesncepeitteocs tan dsccsen dee sceeosevacseiaddenbenahcs-aael: sone agsseeny aaa Fargo — 
Williamson . Mortgage Company. oci..2.-..2.s. 2 cccsececc cee en ciel basen den sean scene sasssnenqondeuaiunaccteueaseseetes tate maaan Lisbon 
Oklahoma 
American ‘Investment ‘Compan y i.s02545 ooo acc le see Oklahoma City 
Atkinson, Warren & “Henly Company. PL ninras aoe un Nn a ENON NICHE HELO EL i Oklahoma City 
Gun ‘Brothers’: Company 2023 ee ee Oklahoma City 
Oklahoma Farm: Mortgage Company .-.-2.chc:- cee eee ee Oklahoma City 
U.S: Bond and Mortzage Company: (branch) 2002. ee Oklahoma City 
Conservative. Loan ‘Compamy: <.-2.. 20.02 cat cast Bocce acete aceon deb onenvanbanu eee aaa Shawnee 
Walton’ Mortgage Company -.2.0.2.5050 cl eet Face we Hobart 
Oregon 
William’: MacMaster: 2.0.40 5 i eae cacandac cities ceca et samc ee ee Portland 


Dennis & Dennis:-.:. 0 oso ee Sioux Falls 


BKastern Investment Company: 20.2200 cee aerate aoe ee Clear Lake 
Waters Land and Lean Company .:...200.:.0 25500 hal eee DeSmet 
‘Tennessee 
Columbia: Mortgage:.and: Trust Company -2.o04.-.000. Memphis 
Southern A bstract.and Loan Company 0..ic..0...fe.ecetecisiens tence Rese Memphis 
Texas 
Bankers. Trust Company Of Waco.i.cic2.cscc.c000-2io si scsecctecsnacelec lade cnstacgesoeesueusel stent Waco 
Chamberlain, Edwin: & Company. .6 2200.00 8. so San Antonio 
Colonial ‘Trust : Company <2.4-2 Boi ae ee Hillsboro 
Creager, A. Y. Company 02 200 ee 
Fidelity. Trust. Company of Houston -.22.0)0). a ee ...J.-..-FLouston 
Kirst. Mortgage Company 22222 nee Fl Paso 
La He Oe BETSY N Fos gn en ie RP eB INR MUM MN IME ne yy Meee eS Falfurrias 
Reynolds Morta@are Company oie ee ee ee Si bntiieoccne eet oe la er Fort Worth 
Standard: Trust :Company oo i eae San Antonio 
Temple “Trust Company. 2203 00s ocean Temple 
U.'S. Bond.and. Mortgage Company<-:.0..4.. ie eee on Dallas 
Ward-Harrison Mortgage Company. .........-cee-eeee ee pe alee oes erwemm Time Fort Worth 

Utah 3 
Miller’ ancl N elie (sore cP es ed a te oc aia Salt Lake City 
Vermont 
Vermont Loan and Trust Company.......00.....00.002000000000.2-- Larne eo cone avatred it ee. Brattleboro 
Washington 
Day. & ‘Hansen. Security Company. 22s a eee Spokane 
Spokane'and Eastern, Trust Company, 222ce  Ga ee Spokane 


Vermont Loan and ‘Trust. Company— Western Office.....:0.c..i.2n2.c ccs cccncteneneaceesteeeadessssnenetene Spokane 


= 


~M.-B. A. of A. BULLETIN Page Fifty-nine 


=ZUVIIIIINIINNUIIUUITLAIIUUUUUTTAU UIT TTT 


Peet [One LAs 


HNNVIIUNVUUUAUUTAUVUTUAUUUT. UU 


THE BULLETIN OF THE 
FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 


ISSUED QUARTERLY FROM THE OFFICE OF THE SECRETARY, 
112 WEST ADAMS STREET, CHICAGO 


“EVERY MEMBER PERSONALLY RESPONSIBLE.” 


You as one of the members of this Association are responsible for: your 
share of the Bulletin’s success or failure in serving the membership. The con- 
tents cannot be manufactured by the Secretary or the Publicity Committee— 
it exists only as each member contributes everything he can that will be of 
general interest. Please take this to heart as a loyal member of the Association. 

st st wx The Publicity Committee. 


Reports reach the Secretary’s office from all parts of the farm loan territory 
of the United States of a continuing demand for farm mortgages that began 
soon after the opening of hostilities in Europe late in the summer of 1914. We 
know of no companies at the present time that can approach the demands of its 
regular clientele—much less take care of the requests of brokers and others. 
Waiting lists are daily becoming longer. 

The ever increasing popularity of the farm mortgage as an investment 
security constitutes in a measure a realization of long cherished hopes. Many 
have successfully weathered the lean periods in farm mortgage banking that have 
been caused in part by the greater popularity of competing securities. 

«Time and circumstances have wrought changes greatly to the advantage of 
farm mortgage securities, and farm mortgage bankers are enjoying the novel 
experience of being sought by investors instead of beating the trails to find pur- 
chasers of their securities. 

This fact in itself should serve as the red warning signal of danger; it 
should suggest the possibilities that such a situation might create. One in- 
evitable result of such a state of affairs is the springing into being of more or 
less well intentioned concerns with little or no actual farm mortgage banking 
experience, equipped with attractive stationery, high sounding titles, and 
plausible representatives who will proceed to exploit the investing public by old 
timeworn methods. Organizations of this character tend to bring the business 
into disrepute and constitute a thorn in the flesh of farm mortgage bankers. 

At least two questionable companies have sought membership in the As- 
sociation during the past six months and membership was denied them on the 
basis of investigations made by Association headquarters. In each case, shortly 
after such rejection, the parties were caught in the iron grasp of Uncle Sam for 
fraudulent use of the mails. 

We can not well prevent nor challenge the organizing of any agency which 
purports to become engaged in negotiating farm mortgage securities; we can, 
however, observe the methods pursued by such concerns and issue warnings to 
the public and otherwise do what we can to assist investors in discriminating 
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between such securities and dealers therein as should command confidence and 
those who should not. 

The Association will lend its machinery to any legitimate movement to 
this end and members are urged to give their unstinted cooperation in eliminating 
the undesirables from the field. : 

ed Pd & 
CONVENTION DATES. 


American Bankers Association at Kansas City, September 25-30. 
Investment Bankers’ Association of America at Cincinnati, September 20-22. 
Farm Mortgage Bankers Association, of America at Memphis, October 26-28. 


od ad a 


In adopting the report of the Legislative committee at Saint Louis last fall 
the Association went on record as opposed to legislation favoring a system of 
Registration of land titles—specifically, of what is known as the Torrens system. 
Members nevertheless may be interested in pursuing a further study of land 
registration systems obtaining in various states, and to such we call attention to 
United States Senate document No. 851—“‘Laws Relating to Rural Credits and 
Land Registration—Uniform State Laws Relating to Same.” This document can 
be had for the asking through any U. S. senator or congressman. It embodies a 
statement to the “Chairman of the Sub-Committee on Land Mortgage Loans of 
the Joint Committee on Rural Credits transmitting a copy of the uniform land 
registration act as adopted by the twenty-fifth National Conference of Commis- 
sioners on Uniform State Laws, held in Salt Lake City, Utah, on August 10-16, 
1915.” 

The Act in question provides for the settlements, registration, transfer and 
assurance to titles to land and for the establishment or designation of courts of 
land registration with jurisdiction for said purposes and for making uniform the 
laws of the State enacting the same. 

The statutes of various states are cited throughout the report. 


JT 


WORK OF COMMITTEES 


Sl AAA 


NII WSS 
STUNT. 


Standardization of forms and uniformity of practice among farm mort- 
gage bankers is being strongly urged as a helpful means tending to reduce the 
high cost of doing business. 

Efficiency is the watch word of the present day business world and its 
greater application to the farm mortgage business would be profitable. Stand- 
ardization may be a partial solution to greater efficiency in farm mortgage 
banking and provide stoppage to some of the numerous leaks in the business. 

Through a committee appointed for that purpose, the Association will con- 
duct an investigation looking to the ultimate adoption of standard forms for 
farm mortgage bankers so far as may be practicable under the varying condi- 
tions in the agricultural states. The experiment will be well worth making. 


a Td ed 
W.M. Fitch, Vice President and arm Loan Officer, Mississippi Valley Trust 


Company, Saint Louis, heads the committee composed of the Missouri membership 
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to direct the Association’s efforts to secure remedial legislation in Missouri affect- 
ing real estate titles, etc. Mr. Fitch for a number of years was connected with 
the office of the Attorney General, and is equipped to render great service to the 
Association for the benefit of all members doing business in that state. 
The Legislature convenes in January, 1917, and ample time remains to take 
proper steps to bring the matter to the attention of the law-makers. 
oF ad J 


Kingman N. Robins, Chairman, called the members of the Publicity Com- 
mittee to meet at Association headquarters at Chicago on April 26, for the con- 
sideration and adoption of certain policies for the conduct of the Association’s 
Publicity Department. 

The Proceedings of the Committee unfortunately were not available in time 
for publication in this issue. It is through publicity that the Association and its 
activities are largely made known to the world; it constitutes an agency that can 
work infinite good to the organization and to farm mortgage banking if con- 
ducted under proper direction. The work that the Committee might do for 
the good of the business is practically without limit and our prestige as an As- 
_sociation is materially predicated on the character of the activities of its bureau 
of publicity. 

a Sad a 

The Program Committee, the personnel of which President Thompson will 
announce presently, as usual will have its hands full in arranging the program 
for the convention. By way of observation it might be remarked that it will 
have to “go some” to match the Saint Louis meeting for instruction, interest and 
-enthusiasm—but it can be done. | 


2 NALA 


MEMBERSHIP 


NNUAL A 


IIIT 


“200 MEMBERSHIP AT MEMPHIS.” 


We are not sure that it is customary for staid, serious-purposed associa- 
tions such as ours to employ the methods of ambitious young cities, civic 
organizations et cetera to the extent of adopting a slogan as expressive of their 
ambitions, optimism and enthusiasm. If such is-not the custom among staid, 
serious-purposed associations then for the next four and a half months we intend 
throwing convention to the winds and plunge headlong into a special membership 
campaign with the slogan “200 MEMBERS AT’ MEMPHIS” emblazoned upon 
our banner. 

As a slogan, “200 MEMBERS AT MEMPHIS” is reasonably euphonious, 
can be set to music and under the direction of a practical yell-master can be 
worked into an inspiring association yell. 

It enthusiastically proclaims our ambitions and fairly exudes suggestions of 
preparedness—preparedness, through an increased membership, to go forward 
with the policies promulgated two years ago at our organization meeting and 
which we are continuing to promulgate. 

« We are serious, however, in our renewed effort to add strength to our 
membership and seriously ask all present members to come actively to our sup- 
port. Your competitor across the way may be just the kind of material we 
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need; perhaps you have not been as ardent as you might have been in explain- 
ing to him the purposes of our organization and your invitation may have 
lacked the warmth of complete cordiality. The farm mortgage banker in the 
next town or the next county might be glad to join us if properly solicited and | 
fully advised of our character. 

If all members will seriously set themselves to the task, we have not the 
slightest doubt that the cumulative result will be a substantially augmented © 
membership by the end of the fiscal year. 

We are authorized to urge all members to solicit new members between 
now and September 1 on the basis of a flat fee of $50, which will cover the 
regular membership fee and take care of the 1916 annual dues for the fiscal year 
ending August 31, 1916. | 

With this substantial concession we are doubly equipped to go forward 
with our membership campaign with energy and hopefulness. Manifestly the 
Secretary can not prosecute the entire-campaign single handed but with well 
directed cooperation we should reap a rich harvest in increased numbers. 

The reasons for increased membership representative of the best traditions 
of farm mortgage banking are obvious and it will not be necessary further to 
enlarge upon them here. 

The Secretary is in possession of and has distributed among members a list 
of approximately 600 farm mortgage houses that have not joined the Association. 
A large proportion of them have been approached on the subject of member- 
ship direct from headquarters and by neighborhood members. They are dis- 
tributed over the agricultural sections of the country, some of them in states 
not now represented on our membership roll and many of them right at your 
own door. 

Under the law of averages it may be presumed that a small minority of 
the non-member houses for one or more reasons would be unable to qualify 
under our constitutional requirements; by the same token a substantial majority 
may be presumed as eligible. It is to the soliciting of the eligible prospects 
that membeers are urged to address themselves; there is much excellent Associa- 
tion material among them and it remains for us to search them out and convince 
them of the advantages of cooperation for the betterment of farm mortgage 
banking. If we all will apply. the same persistence, tenacity and enthusiasm in 
securing new members as is ordinarily applied in getting new clients on our ~ 
books there will be no question of the results. Let’s make a business of getting 
members, always remembering that while aspiring to quantity in membership the 
first consideration is quality of membership. ’ 


00 MS 200 


Pov; B. A. of A. BULLETIN Page Siaxty-three 
—_AA 
ttt Titi iinTiTTtTTiTtTtTrtTitTTtTttntThtinttTttttttTttktTntnnttK: 


We submit below a reprint of our multigraphed Special Bulletin of March 21, 1916, believing 
the matter to be of sufficient importance to farm mortgage bankers to warrant publication in 


the more formal regular quarterly Bulletin. 
/ 


Massachusetts levies an annual tax of approximately 2% to 24% on interest 
bearing investments, thus including farm mortgages originating in other states. 


At the last general election in that state a constitutional amendment was 
adopted authorizing the Legislature to enact an income tax law. 


Its Legislature is now in session and is considering a bill to provide for the 
taxing of incomes from such investments at from 6% to 10% annually with a 
possible compromise at 8%. 


To illustrate: A $1,000 farm mortgage bearing 6% interest would, at 8% 
of the income, be taxed $4.80 annually as against $20 to $25 annually under 
the present law; or, netting the investor a return of 5.52% as against 384% to 
4% under the present law. 


Such a law should create a Massachusetts demand for outside farm mort- 
gages. It would release large sums for investment that have been inaccessible 
to farm mortgage bankers for more than twenty years. - 


The funds thus released will be those controlled by individuals, trustees, 
executors, administrators, etc., under the terms of pending legislation. 


Massachusetts has not been an open market for farm mortgages in recent 
years and the prospect of its now being made available as a market for farm 
mortgage securities is a matter of moment to all farm mortgage bankers. 


Probably no state in the Union offers so important an investment field as 
Massachusetts will have to offer should the farm mortgage feature of the pro- 
posed income tax bill be enacted into law. 


It would appear that Massachusetts citizens practically made an open bid 
for farm mortgages when, under direct referendum, they decided to amend 
the tax laws of the state, the enactment of which would favor the investment 
of their funds in farm mortgages. 


It is probable that favorable action in Massachusetts will be followed by 
the enactment of laws in other New England states that will be more lenient 
to farm mortgage investments than heretofore. 


This action on the part of the people of Massachusetts will open equal 
opportunities to all farm mortgage bankers to take advantage of the additional 
markets that will thus be created. 


Practically no farm mortgage banker has an extensive clientele in Massa- 
chusetts at the present but the enactment of the contemplated law should place 
all in position to establish advantageous connections in that state. Nearly 
every farm mortgage banker is at the present time enjoying a more active mar- 
ket for his securities than he is able to supply. This, however, may not continue 
indefinitely and it is gratifying to know that the uN ney of the market for 
.farm mortgages is in prospect. 
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RURAL CREDITS 
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PROGRESS OF RURAL CREDITS IN CONGRESS. 


Rural credit legislation in Washington has been dormant for the past two 
months although it is understood that the President has given out instructions 
placing rural credits first on the general “speed up” program in advance of the 
national political conventions in June. 

The bill of the Joint Committee on Rural Credits was referred to the House 
and Senate Banking and Currency committees and reported out of the Senate 
committee on February 15 with amendments. As amended by Senator Hollis’ 
committee the Federal Farm Loan Bureau is attached to the department of 
the Treasury under the general supervision of a Federal Farm Loan board of 
five, including the secretary of the Treasury who shall be a member ex officio, 
the four members to be appointed by the President at a salary of $10,000 each 
per annum, who shall serve for a term of eight years. 

The amended act provides that the Board shall prepare and distribute 
Bulletins to the press, agricultural journals and to farmers’ organizations, setting 
forth the principles and advantages of amortized farm loans and instructing 
farmers how to organize and conduct farm loan associations and, advising in- 
vestors of the merits of farm loan bonds. =f 

The clause permitting federal land banks to accept and pay interest on time 
deposits has been stricken out and in lieu, authority is granted “to borrow 
money, to give security therefor and to pay interest thereon.” 

Section 18, authorizing federal land banks to establish savings departments 
has been eliminated entirely, in line with the recommendations of our Board of 
Governors. 


Joint Stock Land Banks. 


The original bill provided for the establishment of Joint Stock Land banks 
in each state with power to operate only within the state in which such bank 
has its principal office. The territory has been somewhat enlarged under the 
amended bill to include the states contiguous to the state in which the joint 
stock land bank is located. This is a partial concession to the recommendations 
of our Board of Governors, although farm mortgage bankers still maintain that 
a continental unit properly should be established as the field of operations for 
such banks rather than the territory restricted to the states contiguous to and 
including any given state. An argument favoring this theory is set forth in 
a letter from President Thompson to Congressman Moss in the following 
language: . 

“IT maintain that the Federal Joint Stock bank located in Dallas, 

Texas, or Helena, Montana, or Richmond, Virginia, or Montgomery, 

Alabama, or Nashville, Tennessee, could not sell its bonds in Chicago or 

New York under your proposed system to as good advantage as a bank 

located in either of these two centers. The proposition as it now stands 

would prohibit a bank in New York or Chicago from loaning funds in 
any state that did not immediately adjoin it, and they would be obliged 

to confine their loans to-a territory now being supplied with more 

money, in my judgment, than is good for the territory in which they 

loan, and which has contributed very largely to the present prices being 


F. M. B. A. of A. BULLETIN Page Siaty-five 


paid for land above what it normally ought to be worth on an income 
basis. 


* * * The bank located in Chicago or New York or in some other 
great commercial center would have-the advantage in the matter of 
selling a lower rate bond of its own issue than it could possibly ac- 
complish in attempting to sell an issue of a bank located at a consider- 
able distance from the center. In other words, if a Chicago bank at-' 
tempted to sell a bond of a Dallas bank, for instance, it would expect 
some compensation for its service in selling such a bond, all of which 
would have to be added to the price made to the borrower in arranging 
his loan. This could be eliminated by permitting free competition 
among all banks, and I maintain that with Government supervision, 
combinations between banks could be controlled and an honest com- 
petition maintained, all of which would inure to the benefit of the bor- 
rower. 


* * * T have noted, with regret, the current which seems to have 
possessed these various persons with the hope that this bill will level 
the rate of interest charged for farm loans all over the United States. 
Eventually I hope this may be brought about, but I can not bring myself 
seriously to believe that investors will so far forget all of their pre- 
vious lessons and throw all caution to the winds in their process of 
resting upon the everlasting arms of the Government to help them out 
of their difficulties, and I am quite sure that I, as an investor, typifying 
the majority with whom I have come in contact, would not accept a 
bond of a federal land bank located in Montgomery, Alabama, dealing 
in mortgages arising in Alabama and contiguous states upon as favor- 
able terms as I would upon bonds issued by a bank loaning its funds 
in the more highly developed sections of Iowa or Illinois. 


I want to say right here, however, that if Chicago and New York 
money is permitted to enter into competition with Montgomery, Ala- 
bama, money it will have more of a tendency to lower rates in Ala- 
bama and its contiguous territory than if the territory were left entirely 
to the Montgomery bank, and our suggestion is that it would be un- 
fair to offer to an investor in Chicago or New York bonds based upon 
mortgages made in sections of the country widely separated, but which 
would all be placed as security for a certain issue of bonds, and our 
suggestion of permitting joint stock banks to loan without restriction 
as to territory, is based upon the theory that loans offered by a bank, 
for instance, in Chicago should clearly set forth the state in which the 
mortgages arise and to confine the series of bonds to those mortgages 
within a certain state, so that purchasers of the bond would know just 
what they were buying and what the security represented. It seems to 
me this would stimulate actien on the part of farmers in the various 
states to so conduct their operations as to afford them as low a rate 
of interest as that enjoyed by any other community having a better 
agricultural development.” 


Postal Savings Deposits. 


Funds withdrawn from postal savings depositories for investment by the 
trustees may be invested in farm loan bonds under the terms of the Hollis amend- 
ment. Members of the Federal reserve system may accept time drafts against 
a deposit of such bonds as security and the 60 day direct obligations of such 
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banks shall be eligible for discount when accompanied by farm loan bonds as 
collateral security. i 

So much for the action of the Senate Banking and Currency committee. What 
the House committee will report is problematical and what the attitude of the 
House members will be with reference to such report, is beyond conjecture. 

The difficulties of the issue for congressmen are increasingly apparent as 
is evidenced by the opposition of the alleged beneficiaries of the bill through 
such organizations as state granges, industrial relations commissions, societies 
of equity, farmers’ unions and their various auxiliaries. : 


& & oe 
CRITICISMS ON THE NEW HOLLIS BILL. 


Our January Bulletin contained the resolutions adopted at our Saint, Louis 
convention on the general subject of rural credits. In the same issue was printed 
a synopsis of the bill of the Joint Committee on Rural Credits introduced in | 
Congress on January 5, 1916, as Senate bill No. 2986 and House bill No. 6838. 

On February 15 of this year the Board of Governors published for general 
circulation among farm mortgage bankers and others a pamphlet embodying 
the specific recommendations of the Association on the above bill now generally 
known as the “new Hollis bill.” 

We may fairly assume therefore that our readers are well informed as to 
the provisions of the rural credit bill having most prominent consideration at 
Washington and as to the attitude our Association has taken with reference to it. 

The views advanced by the American Bankers Association and the In- 
vestment Bankers Association of America in this connection will be of interest. 

The American Bankers Association to our knowledge has formulated no 
formal report on the subject but the journal of the American Bankers Association 
in its March number comments editorially in part as follows: 

“The rural credits bill reported by Senator Hollis, “with amendments’ on 
February 15 opens up questions which are more than incidents of the plan to 
provide a means whereby farmers may’ borrow money on long time land 
mortgages. Aside from the ‘government aid’ features of the bill is this state- 
ment in section twenty-nine: ‘First mortgages executed to Federal land banks, 
or to joint stock land banks, and farm loan bonds issued under the. provisions 
of this Act shall be deemed and held to be instrumentalities of the goverment 
of the United States, and as such they and the income derived therefrom ‘shall 
be exempt from Federal, state, municipal and local taxation.’ 

“Primarily the exemption from taxation of the bonds and mortgages to be 
created under the operation of this plan is based on a desire to make marketable 
securities of whose marketableness the supporters of the measure apparently 
shave grave doubts. To make these securities ‘instrumentalities of the govern- 
ment of the United States’ goes beyond the achievement of this desire. It 
converts the government into a farm loan agency with the obvious result—if 
not the purpose—of competing with all existing plans of making farm loans and 
of destroying individual initiative and opportunity. It creates a favored class 
and the correction of the idea of favoritism will not be found in the repeal or 
modifications of this provision, but in the gradual inclusion of other classes in 
other favors of similar import. 

“Instances of this tendency towards favoritism are plentiful. Recourse need 
not be had to patently paternalistic bills which mark only individual views and 
will not be heard of again at this session of Congress. A glance at recent events 
will show the tendency. An indefinite number of congressmen in the last ses- 
sion put forward plans to aid cotton growers by valorizing cotton through 
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government assistance. ‘The plans ranged in form from building of warehouses 
for withholding the cotton crop to the issuance of government notes directly 
against this product. Advances were made by the treasury in the form of 
government deposits with banks and even the President joined in a request that 
the interest rates on funds advanced against cotton be as low as one or two 
percent. Some modification of the obvious favoritism was sought by giving 
the plan application to any other agricultural products, but this was obviously 
a subterfuge. If by private initiative a similar plan were sought as a means of 
raising or holding up the price of a manufactured product there would be in- 
stant recourse to the anti-trust law and the creation of a sweeping demand that 
someone be put in jail. 

“« * * ‘Taken as a whole, the rural credits bill, which is promised, speedy 
passage, is interesting and full of surprises. The fact that one of its announced 
purposes is ‘to furnish a market for United States bonds’ must not be taken too 
seriously. This is another alternative. It is the alternative to having the bill 
declared unconstitutional. 

“The alternative of joint stock land banks stand as an inducement to private 
capital to form such institutions. There is no sentimentalism in the provision for 
the establishment of such banks and it is their establishment by men experienced 
in the making of farm loans which holds out the promise of success. The Farm 
Mortgage Bankers Association of America, whose members have outstanding 
farm mortgage loans to the amount $500,000,000 have been giving particular 
study to this section and have made some suggestions for its amendment that are 
decidedly practical. Despite the efforts in the bill to discourage it the Federal 
land banks will have competition. The men who are engaged in the lending of 
money on farm mortgage are not going out of business because of attempted 
monopoly by act of Congress. If the law is so devised that, instead of becoming 
competitors of the land banks, the farm loan men will become an integral part 
of the whole scheme of rural credits, success will be practically certain. In that 
event the farmers who desire to cooperate with one another will still be at liberty 
to do so and they can do so under favorable circumstances. It has not yet 
been demonstrated that the American farmer wishes cooperation.” 

The Investment Bankers Association of America through its committee on 
Agricultural Credits has investigated the specific bill and the subject of rural 
credit in general, and its report thereon embodies the following: 

“The emphatic objections that we desire to register are as follows: 

“1. The capital stock of federal land banks may be subscribed by the 
Government of the United States or any state and shall be subscribed by the 
Federal government if private subscriptions fail. 

“2. Such Federal land banks shall be depositaries of public moneys, such 
deposits to be secured by United States bonds ‘or otherwise, no government 
funds, however, to be invested in any mortgage loans. What possible practical 
benefit would accrue to the United States government in the depositing of public 
money in the mortgage banks, from a governmental standpoint, is difficult to 
determine; and what possible benefit would accrue to the banks from the use 
of such funds is also impossible to determine unless the words ‘or otherwise’ 
should be construed (as would likely be the case) that such deposits could be 
secured by farm mortgage collateral. 

yk are bill provides also that farm loan banks shall be éxémpt from all tax- 
, state or municipal—and “as instrumentalities of the govern- 
ment” are to be free from the income tax. Any comment on this subject seems 
to me to be unnecessary. Its provisions are unwise and manifestly unfair to 
other classes of security and other classes of borrowers. 
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“oe %* > The bill further provides that Federal reserve banks may discount 60- 
day acceptances drawn by member banks and secured by farm mortgage col- 
lateral. This provision may have some merit, but would tend to an unwise ex- 
pansion of farm mortgage credits. 

“The bill further. provides that farm mortgage loans shall be acceptable 
security for postal savings deposits in the ratio of 80 per cent of the total of 
such deposits. If such securities are to be, directly or indirectly, obligations of 
the United States government, we are bound to recognize that they would afford 
ample security. If they are not to be direct or indirect obligations of the 
federal government, they are simply a commercial security. As a class, they 
have merit, but are dependent upon a wise judgment in selection and can not 
be said to constitute proper security for government deposits, above other forms 
or corporate or mortgage indebtedness. 

“The bill further provides that $6,000,000 of the public money may he de- 
posited in federal land banks or used as advance to such banks. If public 
money can be diverted from its proper uses for private interests, whether for the 
benefit of the farmers of our country or for any other class of borrowers, we are 
facing a most dangerous condition in the affairs of our national government. 

“x * -* Farm mortgage securities, well selected, are constantly becoming more 
popular and without governmental aid will, in the course of time, constitute very 
strong competition to the members of the Investment yaaa Association of 
Am rcs in the distribution of bonds. 

“It may be construed by this report that your Comins is opposed to any 
form of rural credit legislation—and it is opposed to the extent of recognizing 
this class of security, directly or indirectly, as government obligation or to 
granting such securities any beneficial rights such as exemption from taxation, 
or of any attempt on the part of the government to foster the distribution of 
such securities through lending aid, through the medium of government de- 
posits or granting financial aid. to farm land banks—but, nevertheless, proper 
legislation on the part of our federal government, authorizing the ‘creation of 
oe land banks to be operated ee the supervision of a farm land board, 
with no more government guarantee or protection than is now afforded to de- 
positors in national banks, might be of benefit to the farming communities of our 
country and tend towards greater wisdom in the pclecunn of, such securities, 
wider distribution thereof and greater ease of convertibility.” 


od rd Sd 
WHAT THE STATES HAVE DONE. 


In their pamphlet “How to Finance the Farmer’ Messrs. Myron T. Herrick 
and R. Ingalls point out that the United States government through the act to 
reclaim arid lands “has set aside for its purposes all except 5% of the money 
to come from the sale and disposal of public lands in sixteen states. This has 
amounted to $81,818,772.71 and has been used in irrigation projects. The cost 
apportioned among the tracts improved, was required to be paid by the settlers 
in ten annual installments. In 1914 the period was extended to twenty years. 
The Reclamation Service has also been authorized to borrow $21,000,000 to 
complete its work. The settlers are not charged interest. This is one of the 
greatest instances of government aid for farmers in the world. — 

What the individual states have done is indicated’ by the laws which 
have been enacted as follows: 

Arizona:—In 1915, a law permitting the proceds of state lands 

to be invested in mortgage loans on farm lands. 

California: —In 1918, a law on mortgage insurance companies. In 
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1915, a resolution to amend the constitution so as to empower the 
state to use itS cash and credit for a system of land colonization and 
rural credits. 

Colorado:—In 1915, a law permitting funds derived from certain 
public lands to be invested in mortgage loans on farm lands. 

Georgia:—In 1915, a resolution memorializing Congress to pass a 
state-aid measure known as the “Rural Credits System Bill” pending 
in the National House of Representatives during the last session. 

Indiana:—In 1918, a law on rural loan and savings associations 
that authorizes the state auditor to act as trustee for the holders of the 
bonds of such associations. 

Kansas:—In 1915, a law authorizing building and loan associations 
to issue privileged rural-credit shares; also a law permitting the owner 
of a farm mortgage deposited with the state treasurer to issue de- 
bentures certified by that official to the effect that the title is perfect 
and the security ample. 

Louisiana:—In 1912, a constitutional amendment authorizing the 
exemption from taxation of lands improved as homesteads by or for 
immigrants. In 1914, a law permitting the owner of farm lands to is- 
sue coupon bonds upon the security of the property without any per- 
sonal liability against himself. The bonds may be made payable to 
bearer and registered with the clerk of the county court. The property 
shall be appraised by a committee of three cashiers of banks in the 
parish in which the property is situated. Two of this committee shall be 
appointed by the district judge. The mortgage shall run, in the name 
of the sheriff and provide for a confession of judgment in favor of the 
future bondholder. 

Massachusetts:—In 1909, a law on credit unions. In 1915, an 
amendment of this law to permit the credit unions to issue bonds and 
make 40-year farm-mortgage loans. Also a law on farm-land banks. 
Such credit unions and banks are exempt from taxation. 

Minnesota:—In 1915, an act authorizing an amendment to the 
constitution so as to permit permanent school and university funds to 
be invested in mortgage loans on farm lands. 

Mississippi:—In 1914, a resolution memorializing Congress to pass 
one of the bills pending in the last session to authorize the United States 
to borrow upon its bonds money to lend to farmers; also another resolu- 
tion memorializing Congress to establish a system of land-credit banks 
with power to issue bonds, circulating as currency, and guaranteed by 
the United States, for the purpose of raising money to lend on farm 
mortgages for improving land. 

Missouri:—In 1915, a special act creating “The Missouri Land 
Bank,” to be managed by the state bank commissioner, under the super- 
vision of a board composed of the governor, attorney general, secre- 
tary of state, state treasurer, and state auditor. The bonds of the bank 
shall be exempt from taxation, guaranteed by the state, and legally used 
as an investment for public and fiduciary funds. The proceeds of the 
bonds shall be loaned on mortgages on farm lands. The law appears to 
be unconstitutional, so the bank has not yet been formed. 

Montana:—In 1915, an act creating the Department of Farm Loans 
with the state treasurer as commissioner and the county treasurers as 
local representatives. The Department may issue bonds in $100,000 
series at not to exceed 5 per cent interest per annum for the purpose 
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of raising money to lend on farm lands. The mortgages shall be re- 
payable by a semi-annual annuity of 4 per cent, and exempt from 
taxation. The mortgagors of each series shall be jointly and severally 
liable for the defaults of one another. Also a new law on title insurance 
companies. 

New York:—In 1918, a law on credit unions. These are tax- 
exempted. In 1914, a special act creating the “Land Bank of the State 
of New York.” This institution is exempted from all taxation, and 
the state comptroller must serve as trustee for its bonds. The proceeds 
of the bonds shall be invested in mortgage loans on farm lands. 

North Carolina:—In 1915, a law on credit unions; these have tax 
exemptions. Also a law on land and loans associations. 

North Dakota:—In 1915, a resolution to amend the constitution 
so that the state may provide for the formation of rural agricultural 
credit associations. and establish a loan fund by pledging its credit, or 
otherwise, for the purpose. 

Oklahoma:—In. 1915, a law to authorize the state to sell upon 
long-term mortgages its public lands to settlers undertaking to improve 
the same. ; 

Oregon:—In 1915, a law on cooperative banks. Also a law on 
credit unions; these are not liable to taxation. ‘ 

Pennsylvania:—In 1915, a law authorizing cooperative banking as- 
sociations to become banks of discount and deposit. 

The. Philippine Islands:—In 1908, a special act creating the gov- 
ernment “Agricultural Bank.” This institution has been supplied with 
public funds. In 1915, a law on agricultural credit cooperative as- 
sociations. ‘These have certain tax exemptions. 

Porto Rico:—In 1915, a special act creating the semi-publie “In- 
sular Bank of Porto Rico” for extending credit on farm land and to ~ 
agricultural enterprises. . 

Rhode Island:—-In 1914, a law on credit unions. These enjoy certain 
tax exemptions. In 1915, a new law on loan and investment companies. 

South Carolina:—In 19138, a law permitting banks to invest three- 
fourths, instead of one-half, of their capital stock in real estate mort- 
gages. In 1915, a law on cooperative unions. 

South Dakota:—In 1915, a resolution to amend the constitution so 
as to permit the state or contiguous counties to maintain systems for 
rural credits and farm-land loans. ; 

Texas:—In 1918, a law on rural credit unions. 

Utah:—In 1915, a law on cooperative banks for personal credit. 
Also a law on cooperative land-credit banks. The state treasurer is 
required to serve as trustee for the bonds of such banks. 

Vermont:—In 1915, a law exempting mortgages from taxation if 
they represent the whole or a part of the purchase price of real estate 
or tangible personal property and do not bear interest to exceed 5 per 
cent per year. Also a law respecting cooperative savings and loan as- 
sociations. 

Wisconsin :—In 1918, a law on cooperative credit associations. Also a 
law on land-mortgage associations; if bonds are issued the mortgages 
securing the same shall be certified as to value by the assessor of in- 
comes and deposited with the state treasurer as trustee for the holders. 

Editors Notes:— 
1. The above statistics are reprinted with the permission of the 
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authors. The original document was on April 10, 1916 made a public docu- 
ment by the United States Senate. 

2. Rural Credit associations are in operation in Alabama and Ken- 
tucky. For several years Iowa, Indiana, Idaho, North and South Dakota, 
Oklahoma, Oregon and Utah have invested certain permanent school funds 
in the farm mortgages of their respective states, and recently Wisconsin 
has adopted a policy of lending its school funds to farmers for permanent 
improvements. Wyoming under certain conditions may invest funds received 
from sale of state lands in irrigation bonds. 
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STANDARDIZATION OF FORMS. 
By R. C, Peters, President, Peters Trust Co., Omaha, Neb. 


One of the needs in the farm mortgage business today is uniformity in 
loan papers. This might possibly have to be modified to apply. to certain dis- 
tricts; for instance, when firms are lending in the corn section in the middle 
West there is no necessity for using different forms of papers with the exception, 
perhaps, of conforming to some local laws as regards the mortgages and notes. 
But the remainder of the papers should be uniform and the notes and mortgages 
as nearly so as possible, in the different sections. When this applies to any in-~ 
dividual state, there is no occasion for having the many different forms that are 
being used today. One form only should be in use and this could be obtained 
from a committee of several of the large lending concerns through their lawyers 
who are familiar with the laws and that information which is needed in the 
blanks. When this is arranged for, it should be adopted by all the insurance 
companies, corporations, and individuals lending within the state and as far as_ 
possible used in the states surrounding, where the conditions are similar. In 
the end this would also lead to a greater uniformity of laws in the states wherein 
loaning conditions are similar. This would greatly simplify the loan business, 
making it less expensive for the borrower, easier for the loan correspondent to 
handle, in regard to the local agent, the borrower, the investor and the attorney. 

With one form of paper being used it is not necessary to submit to an ‘in- 
vestor, who is buying loans from several correspondents, one’s set of papers, — 
for he is already familiar with the form used in that section.’ Furthermore, if 
a loan is offered for sale and for certain reasons does not pass the more exacting 
requirements of an insurance company or the rules of other correspondents, and 
at the same time being a loan that would be purchased by others, we then have 
a more negotiable paper. Oftentimes investors object to loans for reasons only — 
known to themselves and this has been the experience of every loan agent. He — 
may submit mortgages which he knows to be first class security and have them 
rejected so that they are returned to be placed elsewhere. With the more 
negotiable paper this difficulty of selling could be avoided. Again, as is often 
the case, where a loan is repurchased from an investor in need of the funds, we 
have a set of papers which can be more readily sold to bankers and other in- 
vestors in need of short-time paper. A large amount of this could be sold if 
the mortgage forms were on a uniform basis. For this class of investor, the cost 
of examination by attorneys will be to a greater extent eliminated. 

If we can succeed in bringing this about, there will be further benefits. 
Stock forms will be in use, which will include all blanks used, such as applica- 
tions. mortgages, bonds, and others which are necessary in closing loans for the 
different classes of investors. ‘The cost of printing will be reduced. The loan 
agent will not need the large space now required to keep on hand the supply of 
paper furnished by different investors. The office force can be reduced to a 
small extent. 

In order to facilitate the handling of checks in the banks, a more uniform 
blank was adopted a few years ago a found to work successfully. When the 
loaning business is transacted more on the lines of a bank with the changes 
outlined above, with the laws standardized, with better legislation as to taxes 
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and titles, the farm loan business will be more simplified and easier to handle 
for all parties concerned. 


ad ed ed 


REGULAR AUDITS. 


The following article by Vice-President Kingman N. Robins appeared in a 
recent number of the Financial World and is reprinted here at the suggestion 
of several of our members: 


There is a growing appreciation in the United States of the value of regular 
audits by certified public accountants of reputation. Banks are more and more 
demanding that those who borrow from them shall give them the benefit of 
expert and disinterested verification of their accounts, and individuals. firms and 
corporations, which seek credit or which enter into fiduciary relations with their 
clients are finding it increasingly to their advantage to be able to say that their 
affairs have been subjected to the scrutiny of professional auditors, and found to 
be in proper order. 

The United States has been slow to recognize in regular audits a business 
custom almost universal in foreign countries, and by the business men of other 
countries considered almost as -a matter of course. We venture to express our 
belief that the sooner we, in this country, come to this realization of the im- 
portance to sound business of this safeguard, the better it will be for us. Of 
course, the State and Federal examination of banks is in line with this custom, 
and is a recognition of its desirability. 

We are particularly interested in the extension of his business custom among 
farm mortgage banking houses. The few concerns in this business which have 
involved their clients in loss in recent years have done so through malfeasance 
of trust, primarily, and not through deficiency in the security of the mortgages 
themselves. The farm mortgage banking house ordinarily assumes a fiduciary 
relation to its clients, hardly duplicated by any other concerns except trust com- 
panies, and the trust departments of trust companies are supervised by the State 
with especial care. 

It seems entirely reasonable that the farm mortgage banking house should 
recognize this peculiar relation by regarding it in the nature of a public trust, 
‘and by giving to its clients the simple safeguard of regular disinterested expert 
audit of its accounts with mortgagors and investors. In the general adoption of 
this custom, we see the following advantages: 

1. Increased safety for investments in farm mortgages, eliminating to a 
greater extent than at present, at least, the occasional violation of trust which 
does such great damage to the business generally. The writer has in mind several 
communities where recent losses on this account have ruined the farm mortgage 
business in those localities, for the present at least, even though they should 
not reflect in any degree on the farm mortgage itself as an investment. 

2. Greater confidence on the part of investors in farm mortgages generally, 
and, therefore, a better market for them. Investors could help the movement 
greatly by demanding such audits by the concerns with which they do business. 

3. Improvements in the methods of the farm mortgage banking houses, 
through the adoption of the best accounting systems. 

It remains to be said that the real value of such audits depends to a great ex- 
tent on the employment of certified public accountants of known reputation in 
their profession and preferably experienced in auditing farm -mortgage banking 
business. 
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FARM MORTGAGE FORGER ARRESTED. 


The Farm Mortgage Bankers Association headquarters and H. S. Merrick, 
President Iowa Farm Mortgage Association, were instrumental in securing the 
capture, arrest and confession of a swindler at Princeton, Illinois, on April 17, 
charged with attempting to obtain $6,000 on forged farm mortgage papers. 

It was the old familiar game of non- resident ownership, and again draws 
attention to the hazards always present in negotiating loans on this class. 

On April 7 a man representing himself to be D. F. Ossian, the owner of a 
220 acre farm in Van Buren county, called at the office of Attorney John F. 
Webber at Ottumwa, Wapello county, lowa, and made application for a loan of 
$6,000, offering said farm as security. ‘The real owner of the farm is D. F. 
Ossian of Woodhull, Illinois. The alias Ossian claimed to have spent the winter 
in California but wanted to raise money to purchase a residence in Princeton, 
Illinois. He talked fluently of the farm in question and the surrounding coun- 
try; named the tenant and the terms of his lease; mentioned names of people in- 
timately known to Mr. Webber and even referred to a small mortgage on the 
farm long since paid. He claimed to have banking connections with the First 
State Bank of Princeton, [llinois, and that he was well known in the vicinity of 
Cantrall, Illinois, near Woodhull, the home of the genuine D. F. Ossian. 

The man then left Ottumwa pending the completion of the loan, giving his 
post office address at Princeton, and Mr. Webber at once instituted a series of 
inquiries among Hlinois banks. Ossian was net known to any of the four banks 
at Princeton. A Woodhull bank reported D. F. Ossian to be a furniture dealer 
respected and well to do. Webber’s inquiry aroused the suspicion of the banker 
at Woodhull who immediately telephoned the genuine D. IF. Ossian asking if 
he was negotiating a loan on his Iowa farm. ‘The latter denied knowledge of 
such transaction. The Woodhull banker so notified Mr. Webber by telephone 
on April 15, the day upon which the proceeds of the loan were to be passed 
through the Citizens National Bank at Princeton. At this juncture Mr. Webber | 
took the matter up with jis fellowtownsman, Mr. Merrick, who is president of 
the Iowa Farm Mortgage Association and by long-distance telephone with our 
Farm Mortgage Bankers Association headquarters at Chicago. After going over 
the case, Pinkerton’s Detective Agency at Chicago was pressed into service, whose 
operator, cooperating with the sheriff and bankers in Princeton and Woodhull . 
and Mr. Webber, soon had the situation well in hand, resulting in the capture, 
arrest and confession. 

The confession is said to have disclosed the information that his real name is 
Harry W. Rosene of Moline, Illinois, who has a criminal and jail record; has 
been arrested several times for forgery of bank checks and that he forged D. F. 
Ossian’s name to the $6,000 mortgage deed in question, with the intention of 
obtaining money thereon. He has been a fireman on the Rock Island railroad; 
was laid off March 21 and said he since has been traveling on a railroad pass. 

It developed that the real D. F. Ossian about a year ago listed his Iowa 
farm for sale with Harry Rosene, ‘“‘a broker in farm lands,’ who thoroughly 
familiarized himself with the premises and who no doubt would have been suc- 
cessful in playing his game to the end had not Mr. Webber exercised the caution 
he did in his negotiations. 

The Association headquarters fortunately was peculiarly in a position to 
secure prompt and efficient service and all parties concerned are to be congratu- 
lated—except possibly the forger himself. 

The crime having been committed in Iowa, the case will be handled at 
Ottumwa, Iowa, to which place the prisoner was taken, waiving extradition. 
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TWENTY YEAR INSTALLMENT LOANS BY LIFE INSURANCE 
COMPANIES. 


Each of two of the important life insurance companies making extensive 
investments in farm mortgages has recently inaugurated a system for handling 
farm loans on a twenty year installment basis. | 

While the theory of long term amortized farm loans is not new to American 
investors, the experiment launched by these two companies is an innovation, the 
results of which will be watched with interest by farm mortgage bankers. It 
‘will put to the test the proposition of whether or not our farmers will consistently 
choose this method of borrowing and repayment in preference of existing prac- 
tices. 

The plan is exemplified by one of the companies as follows: 


20 YEAR FARM LOAN 
Schedule of payments for $2,000 at 6 per cent. 


Principal Interest Payment 
IGN ols co ag Se $ 100.00 $ 120.00 $ 220.00 
LES ARSE ee Re Ss a 100.00 114.00 214.00 
aE a 100.00 108.00 208.00 
eM INCU Nae: 0 ee cet 100.00 102.00 202.00 
ay Eo Sl SCR ela eat aa 100.00 96.00 196.00 
OF) CES i. 00 See eae ae ae 100.00 90.00 190.00 
TST SS gare gc 100.00 84.00 184.00 
oS CPST ST a IS ie rr 100.00 78.00 178.00 
Beemer OIG 2 ne i nd icc 100.00 72.00 172.00 
RUMOR 0 Sa aa te a ns ee 100.00 66.00 166.00 
EMC ITIC TL Go rts. Oi 100.00 60.00 160.00 
Potoapayinent..j ys... Be eee ae, O03 100.00 54.00 154.00 
US ino TNS 6S Soe na ce Re a Pe 100.00 48.00 148.00 
MMII GH te eee Se A 100.00 42.00 142.00 
CR TEINS OC 1 VG aR Sn 100.00 36.00 136.00 
eI ee, a ee ns 100.00 30.00 130.00 
OY 0) GCE CN. ed a a 100.00 24.00 124.00 
TT 3921 La ORS Bell lc ae ee 100.00 18.00 118.00 
(OETA hee ee ll cea 100.00 12.00 112.00 
eM mo INCI meee! tS So 100.00 6.00 106.00 
Total Principal........ ie Oe TS Fe a ee $2,000.00 
eI ROR te ee eet ee OS $1,260.00 


BML Pr ANAC, ETN LCLOS be tse ce posh tee ee ee $3,260.00 
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CALL FOR ANNUAL CONVENTION 


The members of the Farm Mortgage Bankers Asso- 
ciation of America are hereby called to meet in regular 
Third Annual Convention at the Hotel Chisea in the 
City of Memphis, Tennessee, on the days of October 26, 
27 and 28, 1916, for the purpose of electing a President 
and three Vice-Presidents for the ensuing year; three 
members of the Board of Governors for the term of four 
vears; to consider and act on the proposed amendments 
to the Constitution and By-Laws; to receive the reports 
of officers and committees covering the past year’s work 
and for the transaction of such other business as may 
properly come before said meeting. 


The first business session will be called to order at 
10:30 o’clock in the forenoon on Thursday, October 26. 
As provided by Section 2 of Article VI of the Con- 
stitution each member is entitled to one vote at such 
annual meeting. 
H. M. HANSON, F. W. THOMPSON, 
Secretary. President. 
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THE TIME AND THE PLACE 
Thursday, Friday and Saturday, October 26, 27, 28, at Memphis, Tennessee. 


HOTEL HEADQUARTERS 


All business sessions and the banquet will be held at the Hotel Chiseca 
which has been selected as the official headquarters for the Third Annual meeting. 


GUESTS ARE WELCOME 


The invitation to the Convention is made general to all farm mortgage 
dealers, investors, farmers, editors, bankers and others who are interested in 
agricultural finance. Discussions and addresses will be had, covering various 
phases of the’ subject of farm mortgage banking by experts, and all who can 
will do well to arrange to be present at all sessions. 


HOTEL RESERVATIONS 


Members and others are requested to arrange for hotel accommodations 
as early as possible, through Secretary Hanson or direct through W. G. Slagle, 
Resident Manager Hotel Chisea, Memphis, Tennessee. 

There are three first-class hotels in Memphis, including Hotel Chisea, all 
under the same management, and by writing Mr. Slagle, no difficulty should be 
found in securing satisfactory accommodations. 


THE SECRETARY’S OFFICE 

The Secretary’s office will be open and ready for business at the Hotel 
Chisea at 8:30 o’clock on the morning of Thursday, the 26th. Delegates and 
guests are urged to report at the Secretary’s office as soon as possible after 
arrival and register and make table reservations for the banquet if they have 
not already done so. 

An Information Bureau will be provided in connection with the Secretary’s 
office for the convenience of delegates and guests. 


REDUCED RAILROAD RATES 


The Illinois Central railroad has made a rate of $10.88 from Chicago to 
Memphis for our Third Annual Convention, ae $3.00, the regular sleeping 
ear rate. 

The train leaves Chicago at 6:35 on the evening of Wednesday, October 25, 
and arrives in Memphis the following morning at 9:00 o’elock. 

Those who expect to travel to the Convention via Chicago, may, if they 
desire, have their Illinois Central transportation and sleeping car reservations 
attended to by giving the Secretary advance notice. 

The reduced rate will likewise be made for the return trip. Regular fare 
from Chicago to Memphis is $14.29. 
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THIRD ANNUAL BANQUET 


The Third Annual Banquet will be held at Hotel Chisca at 7:00 o’clock 
on the evening of Thursday, October 26. We have arranged for two very excel- 
lent after-dinner talks by men prominent in their respective fields of aetivity— 
one an Episcopal Bishop, the other a National bank official. The dinner will be 
presided over by Judge James M. Greer of Memphis, and guests are promised 
an evening of pleasure and profit. | 

Delegates and guests are urged to make their table reservations for the 
dinner in advance of October 26, by mail through H. M. Hanson, Secretary, 417 
Merchants’ Loan & Trust Bldg., Chicago, so that the hotel management may 
have ample time in which to prepare to accommodate all. 

Banquet tickets may be paid for at the Secretary’s office at Hotel Chiseca on 
the first day of the Convention up to 6:00 o’cloeck in the evening. Tickets $5.00 
per plate. 


COMPLIMENTARY TRIP TO COTTON PLANTATION 


At 9:00 o’clock, Saturday morning, October 28, Convention guests will 
leave on a special train over the Frisco railroad for Wilson, Arkansas, thirty 
miles distant, to visit the 12,000-acre cotton plantation of Mr. Robert EH. Lee 
Wilson. Our northern and western guests especially will find this an unusual 
opportunity to see a thoroughly equipped cotton plantation in full operation, 
and our southern guests will likewise have keen interest in the visit. 


At Wilson will be seen the big plantation stores, large saw mills and a 
eotton gin. Fortunately the trip will be made on a Saturday and the visitors 
will have the opportunity to see the negroes in town in great numbers making 
settlements for their cotton, and spending their money at the stores. 


At 12:30 an old-fashioned barbecue dinner will be served consisting of 
barbecued beef, mutton, pork, ete. The lunch hour will be further enlivened 
by the singing of old plantation songs by negroes, buck and wing dancing, 
and erap shooting with all the frills for which the plantation negro is famous. 

After lunch automobiles will convey the sightseers over the plantation 
showing the cotton crop still standing, picking of cotton and storing it pre- 
paratory to ginning, and there will be glimpses of negro plantation cabin life. 

This will be a fitting program after the two days of hard Convention work, 
combining as it does a day both pleasurable and profitable. Everyone should 
take advantage of the opportunity. 
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_BOARD OF GOVERNORS’ MEETING 


The Board of Governors will meet one day in advance of the Convention 
at Hotel Chisea at 10:30 o’clock in the forenoon of Wednesday, October 25, 1916, 
to take up unfinished business and to consider a number of important questions 
to be brought before the Convention body during the succeeding days. 


NOMINATIONS FOR OFFICERS AND GOVERNORS 


The Board of Governors in special session at Hotel La Salle, Chicago, on 
September 19, nominated the following ticket for officers and governors to be 
voted upon at the Memphis Convention, pursuant to Section 4 of Article VI. of 
our Constitution and By-Laws: 


For President 


F. W. THOMPSON 
The Merchants’ Loan and Trust Company, Chicago, Illinois 


For Vice-Presidents 


KINGMAN N. ROBINS 
Associated Mortgage Investors, Rochester, New York 


O. M. CORWIN 
Wells-Dickey Company, Minneapolis, Minnesota 


J. E. MAXWELL 
Maxwell Investment Company, Kansas City, Missouri 


For Board of Governors (term expiring 1920) 


FRANK HAYDEN 
Southern Abstract & Loan Company, Memphis, Tennessee 


EDGAR F. HIATT 
Dickinson Trust Company, Richmond, Indiana 


D. H. McKEE 
Iowa Loan and Trust Company, Des Moines, -Iowa 


The Constitution provides that ‘‘No other nominations shall be voted on 
unless in writing, signed by at least ten members of the Association and filed 
with the Secretary’s office at least twenty days prior to such election. As soon 
as such further nominations are filed, it shall be the duty of the Secretary to 
give prompt advice thereof in writing to each member of the Association.”’ 
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PROGRAM é 


THURSDAY, OCTOBER 26 


8:30 A. M. 


REGISTRATION IN SECRETARY’S OFFICE AT THE HOTEL CHISCA 


10:30 A. M. 
First Business Session called to order by President F. W. Thompson, in the Convention 
Room, Hotel Chisea. 
Report of Credentials Committee. 
Roll Call. 
.. Reading of Minutes of the Second Annual Meeting. 
Annual Address by the President. 


Report of the Secretary-Treasurer. 


200 Paw 
Address—“‘The Federal Farm Loan Act,” by United States Senator Henry F. Hollis of 
New Hampshire. 


Address—“‘‘Practical Experience Applied to the Federal Farm Loan Act,’’ by L. W. 
Clapp, President, The First Trust Company of. Wichita, Wichita, Kansas. 


A general open discussion relative to the Federal Farm Loan Act will immediately 
follow the addresses of Senator Hollis and Mr. Clapp. 


BANQUET 
October 26, 7:00 P. M. 


Toastmaster 
JUDGE JAMES M. GREER, Memphis, Tennessee 
Invocation—Rev. T. Edward Sharp, Memphis, Tenn. 


Address—“The Other End of a Farm Loan,” E. R. Gurney, Vice-President, First Na- 
tional Bank, Fremont, Nebraska. 


Address—‘Memphis and the Mississippi Valley,” Rt. Rev. Thomas F. Gailor, D. D., 
Bishop of Tennessee, Memphis, Tennessee. 
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PROGRAM— Continued 


FRIDAY, OCTOBER 27 


10:00 A. M. 
Second Business Session. 
Reports of the following Committees: 
Legislation—W. B. Paschall, Chairman, American Investment Company, Oklahoma, 


City, Oklahoma. 


Publicity—Kingman N. Robins, Chairman, Associated Mortgage Investors, Roch- 
ester, New York. 


Resolutions—D. H. McKee, Chairman, Iowa Loan and Trust Company, Des Moines, 
Iowa. 


Constitution and By-Laws—-S. H. Warren, Chairman, Warren Mortgage Company, 
Emporia, Kansas. 


Standardization of Forms—Norman Lombard, Chairman, Agricultural Corporation 
of California, San Francisco. 


Missouri Remedial Legislation—W. M. Fitch, Chairman, Mississippi Valley Trust 
Company, St. Louis, Missouri. 


Membership—Charles Shade, Chairman, First National Bank, Rock Rapids, Iowa. 
Short discussions will follow each Committee report. 
Election of Officers. 
Invitations for 1917 Convention. 


Unfinished Business. 
2:00 P. M. 


Address—“‘Future Interest Rates from an Economic Standpoint,’” by Prof. O. M. W. 
Sprague, Harvard University. 


Round Table Discussions—The remainder of the afternoon will be turned over to the 
delegates for the open discussion of questions pertaining to the administration of 
the farm mortgage business. Each topic will be in charge of members as noted 
below: 


“Audits by Chartered Accountants,’ by A. E. Van Petten, Pioneer Mortgage 
Company, Topeka, Kansas. 


“Advertising,” by L. K. Boysen, George M. Forman & Co., Chicago. 
“Sales Methods,” by R. B. Bishop, Reynolds Mortgage Co., Fort Worth, Texas. 


“Office Equipment and Records,” by George F. Heindel, Phoenix Trust Company, 
Ottumwa, Iowa. 


“Bliminating Duplication in Title and Appraisement Expenses,’’ by Levering 
Moore, Mortgage Securities Co., New Orleans, Louisiana. 
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PROPOSED AMENDMENTS TO CONSTITUTION 


For the information of the newer members of the Association, regarding 
the proposed amendments to the Constitution, it may be explained that the 
privilege of proposing amendments is extended to the general membership and 
is not lodged with the Board of Governors or the Committee on Constitution 
and By-Laws or other committees as such. 


The amendments to be voted on in Memphis were proposed by individual 
members and will be presented to the Convention body through the report of 
the Committee on Constitution and By-Laws, with or without recommendations. 
A two-thirds affirmative vote of the voting delegates present and voting is nec- 
essary for their passage. 


Members have been officially notified that the following proposed amend- 


ments will be voted upon at the Third Annual Convention in the City of Mem- 
phis, Tennessee, October 26, 27 and 28, 1916: 


Art. II, See. 1. Any national or state bank, trust company, corporation, partner- 
ship or individual in good standing having a paid in capital stock and surplus 
of $25,000 or more and which makes a practice of loaning money on the 
security of improved farm lands and publicly offers such securities for sale, 
as a dealer therein, shall be eligible to membership in this Association; and 
any life insurance company in good standing that makes a practice of invest- 
ing its legally available funds in first farm mortgages on improved farms for 
its own account, shall be eligible to membership in this Association. 

Note:—The amendment adds the provision for the admission of life insur- 
ance companies to membership. 


Art. II, Sec. 3. Any member may be suspended or expelled from the Association 
for due cause upon a vote of two-thirds of the Board of Governors. 


Note:—The amendment strikes out from the Constitution after the word 
“Governors” the words, “but no member shall be suspended or expelled except 
upon charges made in writing, signed by the complainant, and not then until, 
the member shall have had due notice thereof and a reasonable opportunity 
to make defense.” 


PAIh, 


ct 


III, Sec. 2. The annual dues, payable in advance of the beginning of each 
fiscal year, shall be $50 for members whose average annual business amounts 
to $1,000,000 or less; $75 for members whose average annual business amounts 
to more than $1,000,000 and less than $3,000,000; and $100 for members whose 
average annual business amounts to $3,000,000 or more. 


Note:—This amendment provides for graduated dues in place of the level 
rate of $50 to all members as now provided in the Constitution. 
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REPORT OF LEGISLATION COMMITTEE 


WALTER B. PASCHALL, Chairman 


The Committee on Legislation will make recommendations in its annual 
report in part as follows: 


For several years there have been bills introduced in the legislatures of sev- 
eral States taxing mortgages and exempting the land from taxation to the amount 
of the mortgage indebtedness, requiring the holder of the mortgage to thus pay 
the taxes on the land, regardless of the fact that the mortgage itself is personal 
property and subject to taxation at the domicile of the owner of the mortgage, 
and further disregarding the fact that the loan had been negotiated at a specified 
rate agreed upon, and under laws providing that the owner of the land should 
pay his own taxes and the owner of the mortgage should pay his. 


In order to combat this unjust legislation, the blank mortgage forms of all 
mortgage concerns, life insurance companies and individuals who invest in mort- 
gage securities should contain the following clause, to-wit: 


“The said mortgagor.. further agree... that if default be made in the pay- 
ment of any of the said principal or interest notes at maturity, or the taxes 
when due, or in supplying the insurance herein provided, or if any breach of 
this mortgage be made, or if at any time any law, either Federal or State, should 
be passed imposing or authorizing the imposition of any specific tax upon mort- 
gages or upon bonds, or upon the principal or interest money secured by bonds 
or mortgages, or by virtue of which the owner for the time being of the land 
above described shall be authorized to pay any such tax upon said bond or mort- 
gage, or principal or interest thereby secured, or on the security, or either of 
them, and deduct the amount of such tax paid from any money or principal or 
interest secured by said bond and mortgage, or upon the rendering of any court 
of competent jurisdiction of a decision that the undertaking by the mortgagor.. 
as herein provided to pay any such tax or taxes is illegal and inoperative, then 
and in any such case, the said principal sum herein secured, with all arrear- 
ages of interest thereon, shall at the option of the holder of said notes be and 
become immediately payable, anything in said note or mortgage hereinbefore con- 
tained to the contrary notwithstanding, and then it shall be lawful, and the said 
mortgagor.. do.. authorize the said mortgagee or assigns to cause the property 
herein described and mortgaged to be seized and sold, ete.” 


“It is better than the clause which some mortgage concerns are now using, 
requiring the borrower to pay any such taxes which might hereafter be levied 
against the interest of the mortgagee or the land, for the reason that such taxes 
added to the interest might make the contract usurious, as courts would prob- 
ably hold that any amounts paid by the borrower as interest, commission or 
taxes would be compensation for the hire of the money, and classed as interest in 
a plea for usury.” 
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EMPLOYMENT BUREAU IS EFFICIENT 


The following letter was received recently from a member who availed 
himself of the Association’s employment bureau service to secure two farm 
loan inspectors : 


% % * 8 De cue % # * 


“I thought you would be interested to know that the memorandum which you 
sent out concerning my desire to secure a couple of new examiners has pro- 
duced several very satisfactory replies, and I expect to close negotiations with 
some of the applicants, so that I can testify to the efficiency and value of your 
service in the premises.” 


WHAT MEMBERSHIP MEANS 


A member who has recently secured a highly desirable and profitable east- 
ern market for his farm mortgages, says: ‘‘The Association has been of great 
value to me in a number of ways. I have attended all its conventions and thus 
have had opportunities to talk and exchange ideas with the most suecessful men 
in the farm mortgage business. Invariably I go back to my business with valu- 
able ideas that were new to me and with a feeling of being better equipped to 
get into the game for another year than I had been the year previous. 


I find that membership in the Assogiation gives me increased standing 
among investors; that it conveys to investors and others the impression of con- 
servatism and substantiability. In view of all these advantages, I am frank to 
say that in my opinion my membership in the Farm Mortgage Bankers’ Asso- 
ciation was an important factor in securing the contract I have just closed 
in the East. | 


CONVENTION NOTES 


The three formal addresses provided for will deal authoritatively with 
three subjects of intimate interest to farm mortgage bankers and should sup- 
ply answers to these questions: 


% % * * * ait * * * 


(1) How is the Federal Farm Loan Act intended to operate? (2) How are 
its operations going to affect the farm mortgage business as now. conducted? and 
finally (3) What is going to be the effect on interest rates in the United States 
“when peace is declared in Europe? 
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CONVENTION NOTES— Continued 


Much of the time of the meeting will be devoted to open discussion of 
questions of great importance to every farm mortgage banker. 


* * * * * 


Members will be delighted to know that Mrs. G. H. Mathis of Alabama, 
who made such a decided hit at St. Louis last year, is to be a guest of the 
Association at Memphis. | 


\ 


All evening trains depart from Memphis after eight o’clock. This schedule 
will give the cotton plantation visitors ample time after returning to Memphis 
to prepare to leave for their homes on the regular outgoing trains, 


One of the soundest, most thoughtful and most thoroughly practical num- 
bers on the program will be disclosed when Mr. L. W. Clapp of Wichita, Kansas, 
presents his argument in regard to the practical efficiency of the Federal Loan 
Act as viewed from the lending company’s position and experience. 


The outstanding farm mortgages in force on the books of the members of 
the Association reaches a total of approximately $600,000,000, or nearly one- 
sixth of the total farm mortgage business of the entire United States. 


The annual report of the Secretary will show a net gain in membership 
for the fiscal year ended August 31 of 621% per cent over the total membership 
at the beginning of the year. Our total membership at the close of the year 
was 156 farm mortgage houses operating in thirty states. 


Prof. O. M. W. Sprague of Harvard University will speak on ‘‘Future 
Interest Rates from an Economie Standpoint’’ on the afternoon of the second 
day. Prof. Sprague is well known as a student of Economies and as one whose 
observations are along practical rather than theoretical lines. 
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CONVENTION NOTES — Continued 


Members desiring to offer resolutions or subjects for discussion should 
file them with the Secretary before the opening of the Convention Thursday 
morning. . 


* * * * * 


Our Memphis members have been untiring and generous in their efforts 
to insure comfort and entertainment for Convention guests, and all will be made 
to feel the genuine hospitality of the South. 


PS * * * * 


Ladies are especially invited to come to the convention.’ The month of 
October is a most delightful month in which to visit the South, and Memphis 
is typically a Southern city and wonderfully interesting. 


Entertainment will be provided for them at the Memphis Country Club; 
there will be drives through the City’s park system; steam boat rides on the 
Mississipp1 and theaters. The third day is reserved for the trip to the cotton 
plantation. 


United States Senator Hollis of New Hampshire is frequently referred to 
as the father of the rural credit law, and as such his talk before the Convention 
on the ‘‘Federal Farm Loan Act’’ should be especially illuminating. He will 
in a way be representative of the various Congressional Committees who devel- 
oped the Act and of the administration that put it into the Federal statutes. 


A. signed statement sent out by the Federal Farm Loan Board and which 


came to us through our Washington service on September 28, says, in part: 

“The Federal Farm Loan Board returned today from a trip which began 
August 21 at Augusta, Maine, and extended through twenty-nine states. The 
Board conducted twenty-seven hearings, concluding at Columbus, Ohio, on the 
27th of September. The Board will proceed as quickly as possible with hearings 
in the Atlantic Coast, southern and southwestern states, of which due announce- 
ment will be made in the near future. Until that time no indication can be 
given as to the boundaries of the Farm Loan districts or the location of the 
banks. It is expected, however, that the Federal Land Banks will be organized 
and opened for business in January, 1917.” 
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The Association’s Attitude on Rural Credits. 


WORK OF COMMITTEES 


Duty of Committees and Members. 
Outline of work of Publicity Committee. 
Report of Title Guaranty Company Committee. 


Report of Committee on Remedial Legislation in Missouri. 


EDITORIAL 
RURAL CREDITS 
Federal Land Bank Districts established. 
Torrens System for Federal Land Banks. 
Federal Farm Loan Act. What Does it Offer to the Farmer? 
MEMBERSHIP 
“New Members. 


COMMUNICATIONS 


Registration at Memphis Convention. 


Issued quarterly from the office of the Secretary 
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Letter from a State farm loan manager. 
GENERAL 

Among the State Associations. 

Contemplated 1917 legislation. 

All amendments defeated. 
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F. W. THOMPSON 


KINGMAN N. RoBINS 


O. M. CoRwIN . 


J. E. MAXWELL 


H. M. HANSON 


EDWIN CHAMBERLAIN 


LEVERING MOORE 
J. W. WHEELER 


H. W. JOHNSON 
OREN E. TAFT . 
M. M. SESSIONS 


R. C. PETERS 
L. W. CLAPP 
J. B. WALTON 


FRANK HAYDEN 
Enaar F. Hiatt 
D. H. McKEr 
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OFFICERS 


President 
‘ p ; : ; : ; Chicago, Illinois 
The Merchants’ Loan & Trust Co. 


Vice Presidents 


; 2 ; ; E : Rochester, New York 
Associated Mortgage Investors 


° Z : : : Minneapolis, Minnesota 
Wells-Dickey Company 


: ; : ; : : Kansas City, Missouri 
Maxwell Investment Company 


Secretary-Treasurer 
Chicago, Illinois 


BOARD OF GOVERNORS 


Term Expires 1917 


. San Antonio, Texas 
New Orleans, Louisiana 
Saint Paul, Minnesota 


Term Hxpires 1918 


Sioux City, Iowa 
Chicago, Illinois 
Marietta, Georgia 


Term Eapires 1919 


Omaha, Nebraska 
Wichita, Kansas 
Butler, Missouri — 


Term Expires 1920 


Memphis, Tennessee 
Richmond, Indiana 
Des Moines, Iowa 


GENERAL COUNSEL 


McCuLLocH AND McCuLLocH . : é : : : ‘ . Chicago, Illinois 
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STANDING COMMITTEES 


Dana L. Davis, Chairman 
H. L. Beyer 

C. L. Covell 

J. L. Diffenderffer 
G. R. Ellis. 

W. M. Fitch 

G. H. Hollister 
Geo. C. Jones 

E. J. Lander 
Wm. MacMaster 
H. S. Merrick 

C. F. Pettyjohn 
H. H. Shepard 


J. E. Maxwell, Chairman 
W. G. Breg 

Charles Campbell 

L. W. Clapp 

Norman Lombard 


. H. Lougee 
. G. Mackall 
‘B. Merriam 

H. Myers 
Ww. B. Paschall 
George L. Ramsey 
E. Reed 

. N. Robins 

. R. Rogers 

. K. Thompson 
N. Williams 
. L. Wright 


QQ 


HAP HRA 


W. H. Campbell, Chairman 


. M. Brown 
. W. Clarkson 
. J. Grimes 
. T. Hansen 
. W. Johnston 
. H. Lambert 
W. Smead 
. A. Smith 
. H. Swatszel 
. C. Thompson 


gqqresonoy 


STATE LEGISLATION 


Davis-Wellcome Mortgage Co., Topeka, Kans. 

C. W. H. Beyer & Co., Grinnell, Iowa. 

American Loan and Investment Co., Lewiston, Mont. 
Bank of Lebanon, Lebanon, Mo. 

Empire Loan and Trust Company, Americus, Ga. 
Mississippi Valley Trust Company, Saint Louis, Mo. 
Northern Trust Company, Fargo, N. Dak. 
Drake-Ballard Company, Minneapolis, Minn. 

E. J. Lander & Co., Grand Forks, N. Dak. 
Portland, Ore. 

Phoenix Trust Company, Ottumwa, Iowa. 

J. L. Pettyjohn & Co., Olathe, Kans. 

Mason City, Iowa. 


FEDERAL LEGISLATION 


Maxwell Investment Company, Kansas City, Mo. 

U. S. Bond and Mortgage Company, Dallas, Tex. 

American Trust Company, Saint Louis, Mo. 

First Trust Company of Wichita, Wichita, Kans. 

Agricultural Credit Corporation of California, San 
Francisco, Cal. 

Council Bluffs, Iowa. 

Georgia Land and Securities Company, Savannah, Ga. 

Merriam Mortgage Company, Topeka, Kans. 

Benson & Myers Company, Omaha, Neb. 

American Investment Company, Oklahoma City, Okla. 

Banking Corporation of Montana, Helena, Mont. 

Reed Mortgage and Investment Co., Saint Paul, Minn. 

Associated Mortgage Investors, Rochester, N. Y. 

Vermont Loan and Trust Company, Spokane, Wash. 

Hennepin Mortgage Company, Minneapolis, Minn. 

Farmers Trust Company, Indianapolis, Ind. 

Bankers Loan and Securities Co., New Orleans, La. 


MEMBERSHIP 


S. J. Murton & Co., Minneapolis, Minn. 

First Loan and Securities Company, Minneapolis, Minn. 
Ward-Harrison Mortgage Company, Fort Worth, Tex. 
Minneapolis Trust Company, Minneapolis, Minn. 

Day & Hansen Security Company, Spokane, Wash. 
Illinois Trust and Savings Bank, Champaign, III. 

H. B. Palmer & Co., Inc., Helena, Mont. 

Vermont Loan and Trust Company, Spokane, Wash. 
Farm Mortgage Company, Topeka, Kans. 

Interstate Mortgage Trust Company, Parsons, Kans. 
Colonial Trust Company, Hillsboro, Tex. 


Page Twenty 


F. M. B. A. of A. BULLETIN 


PUBLICITY 


Kingman N. Robins, Chairman Associated Mortgage Investors, Rochester, N. Y. 


Bureau No. 1 
Bureau No. 2 


Bureau No. 3 


Bureau No. 4 


General Publicity, The Secretary. 

Press Contributions, Norman Lombard, Agricultural 
Credit Corp. of California, San Francisco, Cal. | 
Correct Information, L. K. Boysen, George M. Forman 

& Co., Chicago, Ill. 
Legislative Information, The Secretary. 


CONSTITUTION AND BY-LAWS 


. M. Heckler, Chairman 
B. Allfree 
G. Chamberlain 
M. Christner 
M. Reed 
E. Fontron. 
H. Hollister 
. Martin Kingkade 


Pardon 4 


Grant Van Sant, Chairman 
J. M. Bennett 

T. H. Boone 

A. Y. Creager 
Townley Culbertson 
E. L. Johnson 

EH. R. Lewis 

Wilder S. Metcalf 
Frank O’Meara 
Kingman N. Robins 
Walter Silver 


Wells-Dickey Company, Minneapolis, Minn. 

Newton, Iowa. 

Edwin Chamberlain & Co., San Antonio, Tex. 
Conservative Loan Co., Shawnee, Okla. 

Dickinson & Reed, Indianapolis, Ind. 

Fontron Loan and Trust Company, Hutchinson, Kans. 
Northern Trust Company, Fargo, N. Dak. 

Oklahoma Farm Mortgage Co., Oklahoma City, Okla. 


RESOLUTIONS 


Van Sant Company, Saint Paul, Minn. 

Standard Trust Company, San Antonio, Tex. 
Georgia Loan and Trust Company, Macon, Ga. 

A. Y. Creager Company, Sherman, Tex. 

Commerce Trust Company, Kansas City, Mo. 
Leavitt & Johnson Trust Company, Waterloo, Iowa. 
Woodruff Trust Company, Joliet, I11. 

Lawrence, Kans. 

Bankers Loan and Mortgage Company, Billings, Mont. 
Associated Mortgage Investors, Rochester, N. Y. 
City Trust Company, Omaha, Neb. 


SPECIAL COMMITTEES 


LIFE INSURANCE COMPANY MEMBERSHIP 


A. BE. VanPetten, Chairman 
R. O. Deming 

eC 

J. L. Lombard 

Levering Moore 


S. H. Warren 
C. N. Williams 


Pioneer Mortgage Company, Topeka, Kans. 

The Deming Investment Company, Oswego, Kans. 
Frank C. Evans & Co., Crawfordsville, Ind. 
Lombard & Son, Inc.,-San Francisco, Cal. 3 
Mortgage Securities Company, New Orleans, La. 
Warren Mortgage Company, Emporia, Kans, 
Farmers Trust Company, Indianapolis, Ind. 
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TITLE GUARANTY COMMITTEE 
F. H. McCulloch, Chairman General Counsel for Association, Chicago, Ill. 


Chas. Campbell . 
F. C. Cochran 


American Trust Company, Saint Sper Mo. 
Kansas City, Mo. 
Dennis & Dennis, Sioux Falls, S. Dak. 


H. R. Dennis 

G. R. Ellis Empire Loan and Trust Company, Americus, Ga. 
J. T. Holleman Southern Mortgage Company, Atlanta, Ga. 

E. J. Lander E. J. Lander & Co., Grand Forks, N. Dak. 


Wim. B. Lupe 
D. H. McKee 
Cc. B. Merriam 
Levering Moore 


Wm. B. Lupe & Co., San Antonio, Tex. 

Iowa Loan and Trust Company, Des Moines, Iowa. 
Merriam Mortgage Company, Topeka, Kans. 
Mortgage Securities Company, New Orleans, La. 


R. C. Peters Peters Trust Company, Omaha, Neb. 
H. N. Stabeck Gold-Stabeck Loan and Credit Co., Minneapolis, Minn. 
H. T. Weed Montana Loan and Investment Co., Lewiston, Mont. 


J. EF. Warren 


Atkinson, Warren & Henley Co., Oklahoma City, Okla. 


STANDARDIZATION OF FORMS 


Norman Lombard, Chairman Agricultural Credit Corporation of California, San 


Francisco, Cal. 


G. F. Heindel Phoenix Trust Company, Ottumwa, Iowa. 
F. H. Myers Benson & Myers Co., Omaha, Neb. 
W. C. Pierce Farmers Trust Company, Maryville, Mo. 


Charles Shade 
Grant Van Sant 


First National Bank, Rock Rapids, Iowa. 
Van Sant Company, Saint Paul, Minn. 


REMEDIAL LEGISLATION IN ‘MISSOURI 


W. M. Fircu, Chairman, Saint Louis, Missouri 
Mississippi Valley Trust Company 


Forrest C. Cochran : 2 : , : é , i . Kansas City 
Commerce Trust Company .. : i . . i : . Kansas City 
Corn Belt Mortgage Company . nes ; ‘ : : ; . Kansas City 
Fidelity Trust Company ; ‘ ; : : ; : -) SAB DSasSeCILY: 
Inter State National Bank . ee : d } ; P . Kansas City 
Maxwell Investment Company . ° A ; , : ‘ . Kansas City 
Nelson Loan Company . : : 5 A : : . Kansas City 
New England Securities Company . : : ¢ : ;. . Kansas City 
Pioneer Trust Company . 3 : F : : ‘ . Kansas City 
Waddell Investment Company - : el . F . . Kansas City 
American Trust Company ; ? 5 - 2 . Saint Louis 
Frey, J. J. Bond & Mortgage Company : : P : : . Saint Louis 
Mississippi Valley Trust Company . P 5 F : ; . Saint Louis 
Saint Louis Farm Mortgage Company : ? 5 d é . saint Louis 
Union EFarm Mortgage Company . ; : “ ; : . Saint Louis 
Bank of Lebanon . 3 : s ‘ 5 : . Lebanon 
Duvall-Percival Trust Company f a ; 2 b , A Butler 
Farmers Trust Company : ‘ ‘ é : Maryville 
Gillam-Jackson Loan & Trust Company , F ; me : : Maryville 
Jameson, W. Ed. . é , : > - ‘ es “. . Fulton 
Southern Missouri Trust Company " ‘ : A 4 : : Springfield 
State Savings Trust Company ; : : : A A : Springfield 
Walton Trust Company . ’ : : : ;: : . Butler 
Columbia Mortgage & Trust Company ; 3 ee : : Memphis, Tenn. 
Deming Investment Company i ; 3 ‘. Oswego, Kans. 


_ Peters Trust Company : : ‘ ; 7 Omaha, Nebr. 
Phoenix Trust Company Ottumwa, Iowa 
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THE BULLETIN OF THE 
FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 


ISSUED QUARTERLY FROM THE OFFICE OF THE SECRETARY, 
112 WEST ADAMS STREET, CHICAGO 


MINNEAPOLIS, SEPTEMBER 11, 12, 13, 1917 


At a recent meeting of the Board of Governors held in Chicago, Minne- 
apolis was selected as the Convention city for 1917, September 11, 12 and 13 
being fixed as the dates for holding the meeting. 

Experience at former conventions seems to justify holding a three-day 
meeting rather than undertaking to crowd the proceedings into two days, and 
with the 1917 convention held practically six weeks earlier than the one of 
last year a larger and more profitable meeting may fairly be anticipated. 


Readers of the Bulletin will find exceptional interest in the following 
recent discussions of the Federal farm loan act: 

‘*Practical Experience Applied to the Federal Farm Loan Act,’’ by L. W. 
Clapp. An address before the third annual convention of the Farm Mortgage 
Bankers’ Association of America. Published in full in the United States 
Investor, Boston, November 11, 1916. 

‘‘Some Objections to the Federal Farm Loan Act,’’ by Myron T. Herrick, 
in the December number of the North American Review, New York City. 

‘‘The Federal Rural Credit Bill,’’ by George E. Putnam, in the Decem- 
ber number of the American Economical Review, Princeton, N. J. 


The splendid address of Prof. O. M. W. Sprague of Harvard University 
on ‘‘Interest Rates After the War,’’ delivered at our annual convention in 
Memphis last October, was widely published, quoted and commented on in the. 
financial journals, magazines and the public press generally. 


‘“‘The Farm Loan Act’’ from a Congressman’s standpoint, as discussed by 
Congressman Caraway of Arkansas at our Memphis meeting, was closely fol- 
lowed by the delegates with keen interest. A great deal of publicity resulted 
to the Association through being generously quoted in the newspapers and 
other periodicals. 
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RURAL CREDITS : 


Sal 0000 


FEDERAL LAND BANK DISTRICTS ESTABLISHED 


Having held hearings in nearly every state in the Union to determine the 
location of the twelve Federal Land Bank districts under the new farm loan 
act, Secretary McAdoo, as chairman of the Federal Farm Loan Board on De- 
cember 27 announced the result of the Board’s deliberations as follows: 


IW 


IHU 


Disrrict No. I. Maine, New Hampshire, Vermont, Massachusetts, 
‘ Rhode Island, Connecticut, New York, New Jersey. 

Federal Land Bank at Springfield, Massachusetts. 

District No. IT. Pennsylvania, Delaware, Maryland, Virginia, West 
Virginia, District of Columbia. Federal Land Bank 
at Baltimore, Maryland. 

Disrrict No. ITI. North Carolina, South Carolina, Georgia,- Florida. 
Federal Land Bank at Columbia, South Carolina. 

District No. IV. Ohio, Indiana, Kentucky, Tennessee. Federal Land 
Bank at Louisville, Kentucky. 


District No. V. Alabama, Mississippi, Louisiana. Federal Land Bank 
at New Orleans, Louisiana. 
District No. VI. Illinois, Missouri Arkansas. Federal Land Bank at 


Saint Louis, Missouri. 

District No. VII. Michigan, Wisconsin, Minnesota, North Dakota. Fed- 
eral Land Bank at Saint Paul, Minnesota. 

Disrriot No. VIII. Iowa, Nebraska, South Dakota, Wyoming. Federal 

Land Bank at Omaha, Nebraska. 


District No. IX. Oklahoma, Kansas, Colorado, New Mexico. Federal 
Land Bank at Wichita, Kansas. 
District No. X. Texas. Federal Land Bank at Houston, Texas. 


District No. XI. California, Nevada, Utah, Arizona. Federal Land 
Bank at Berkeley, California. 


District No. XII. Washington, Oregon, Idaho, Montana. Federal Land 
Bank at Spokane, Washington. 


A movement is already under way for creating District No. XIII to com- 
prise the states of Colorado, Wyoming and New Mexico with the Federal Land 
Bank at Denver, Colorado, under the terms of Senate Bill No. 7583, Shafroth, 
introduced in the Senate January 2. 

The stock of the twelve Federal Land Banks was made available to the 


public on January 10, the books to remain open to subscription for a period of 
thirty days. Each bank has $750,000 in stock. The subscriptions will be taken 
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eare of by the agents of the United States in the twelve cities designated as 
locations for the banks, such as the postmaster at Spokane; the Collector of 
Internal Revenue at Omaha; Assistant U. S. Treasurer at Saint Louis, ete. All 
stock remaining unsubscribed at the end of the thirty days shall be subscribed 
by the United States, under the terms of the law. 

There seems to be little likelihood that the public will purchase the stock 
even in moderate degree inasmuch as they have no practical control over their 
holdings, being specifically barred from voting the stock. 


Each Federal Land. Bank shall be temporarily managed by five directors 
appointed by the Federal Farm Loan Board, and they shall choose from their 
number a president, vice-president, secretary and treasurer, and are authorized 
to employ such attorneys, experts and assistants as may be necessary. 

Each bank is permanently organized after the subscriptions to its stock by 
farmer borrowers, through the National Farm Loan Association of its district, 
amount to $100,000, or stated differently when its holdings in farm mortgages 
under the act reach $2,000,000. Nine permanent directors are then selected, 
six of whom shall be known as local directors and shall be chosen by and be 
representative of the National Farm Loan associations, and three to be known 
as district directors to represent the public interest shall be appointed ny, the 
farm loan board—each holding office for three years. 

The rate of interest at which the first issue of farm loan bonds will be 
offered to the public has not been determined but will not be less than 4% 
nor more than 5% according to a recent statement of the Board. Interest will 
be semi-annual. The bonds have coupons attached and may be exchanged into 
registered bonds and re-exchanged. Member banks of the Federal reserve 
system are permitted to buy and sell the bonds. 


TORRENS SYSTEM FOR FEDERAL LAND BANKS 


The Federal Farm Loan Board, according to current rumor, is having diffi- 
culty in finding a satisfactory solution of the land title problems in connection 
with Federal farm loans. 

Some state legislation, such as is provided rene by Section: 30 of the Act, 
will probably be required in many of the states. The best informed legislators, 
title men and farm mortgage bankers predict that the difficulty of securing 


sweeping amendments to state laws throughout the United States to accommo- ~ 


date the provisions of the Federal Farm Loan Act presents one of the greatest 
bars to the immediate practical operation of the law. 

At this writing the Board is investigating the Torrens system of title 
registration. The Governors of each of the forty-eight states, it is said, have 
been asked to co-operate with the Board in ascertaining the results of the Tor- — 
rens system in the few states that have adopted it and to assist in putting the 
Torrens law in force in those states that have not yet adopted it. 
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In the opinion of those who are familiar with public sentiment, the Board 
in its endeavor to force the adoption of the Torrens laws in those states which 
have not as yet adopted them, will find itself against a wall of popular oppo- 
sition. In view of the strong opposition heretofore encountered by the advo- 
eates of Torrens titles in many of the states, it seems unlikely that any influence 
which the administration may bring to bear will succeed in extending the 
system to any great extent. Undoubtedly a careful investigation of the results 
in those states where the system has been available for some time will convince 
the Board of the impracticability of loaning on Torrens titles, at least for some 
time to come. 

In Illinois, where a Torrens law has been on the statute books since 1897, 
making it optional with each county whether or not the system shall be used 
in that county, only one county has adopted it. Comparatively few titles have 
been registered in this county and of those registered a large per cent were 
unmerchantable prior to the registration, and the owners were trying to patch 
them up by such proceedings. 

Even if Torrens laws were passed by all the legislatures now in session, it 
would be some time before loans could be safely made under such acts. The 
constitutionality and the legality of the acts must first be determined by the 
Supreme Court of the respective states, and under the Torrens systems now in 
use considerable time is required to register the title. The title must first be 
examined and a proceeding had similar to a proceeding to quiet title in court 
with service by publication. After the decree is entered the defendants may 
appeal, and in Illinois they may sue out a writ of error at any time within 
two years. 


A compulsory Torrens law would seem to be entirely out of the question, 
as, aside from the enormous expense involved, it would require the combined 
efforts of the entire legal and judicial force of the country for several years to 
register all the lands under any of the systems of Torrens registration now 

in use. 

The expense of securing the Torrens registration is considerable. In addi- 
tion to the court costs, registration fees, attorneys’ fees and the expense of 
publishing notices, a fee based upon the value of the property must be paid into 
a guaranty fund, to protect against losses arising out of error in the proceed- 
ings. Anyone who knows how many errors are commonly made by elected 
officials in the various proceedings relating to titles—recording, probate pro- 
ceedings, court proceedings and tax proceedings—knows that a very substantial 
euaranty fund must be provided for. Such fund must come from the land own- 
ers who register their titles. In view of the expense and delay involved in 
securing the initial Torrens certificate, it does not seem probable that farmers 
can be induced to register their titles under the Torrens system in order to 
secure the questionable advantages of a Government loan. 
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FEDERAL FARM LOAN ACT 
WHAT DOES IT OFFER TO THE FARMER. 


By Harry Lee Tarr 
Vice-President Pearson-Taft Land Credit Co. 


The provisions of the act restrict its use solely to those owners who per- 
sonally operate the land to be mortgaged and who will use the borrowed money 
only for the purpose of paying an existing incumbrance upon said land; to the 
purchase of live stock or fertilizer for said land; or the erection of improve- 
ments thereon. ? 7 

It seems reasonable to assume that on the average 10 per cent of borrowed 
money is not for this restricted purpose, and as only 62 per cent of farm 
operators in the United States are owners, the benefits of the act under these 
two restrictions are available to only 52 per cent of those engaged in farming. 

There would appear to be no advantage in this act to any farmer who can 
borrow through the existing channels at as low a rate as can be obtained under 
the act itself, and this latter permits an interest charge of 6 per cent maximum, 
and in addition thereto a charge for certain stated expenses. . 

Deducting further, therefore, those farmers who can and do already borrow 
at a cost not greater than the above, there remains of the total population en- 
gaged in farming only 24.7 per cent to whom the act would seem to offer an im- 
mediate advantage in cost of funds and 75.3 per cent to whom there is offered 
no advantage at all. 

To each of you who constitute this 24.7 per cent, located mainly in the 
South and extreme West, funds may be advantageous and will be available if 
you will comply with the requirements of the act in the following particulars: 

If you will secure nine or more other farmers who own and operate their 
own lands and who desire to borrow at the same time $20,000 or more, all of 
which in each individual instance shall be used in the discharge of existing 
mortgages against the land or the erection of improvements on that land, or the 
purchase of live stock or fertilizer for said land. No individual, however, may 
borrow more than $10,000. | 

If after securing these other nine you will form an association among 
yourselves, elect a board of five directors, appoint three of these as a loan 
committee, whose duty it shall be to jointly examine and approve all the 
land offered as a basis for loans under your association, and to elect a secretary- 
treasurer to perform the details in connection with your association who may 
receive a Salary for the payment of which one-quarter of one per cent will be 
retained each year out of the payments which you make in connection with your 
loans. 

If you will in: addition subscribe five per cent of the amount that you 
borrow toward the purchase of stock in the Federal Loan Bank, this subscrip- 
tion to be either advanced by you in cash or deducted from the amount of your 
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loan when granted, and which, as it applies to you, means that whereas your 
association has borrowed $20,000 upon which you pay interest, you receive but 
$19,000 in money and you lose the use of but pay the interest upon the additional 
$1,000, the cost of which idle money should be computed by you and added to 
the total cost of the loan for the purpose of determining what this latter actually 
is. 

If you will assume in addition to the above subseription a further obliga- 
tion of five per cent as a guarantee of all other loans made to borrowers under 
the act:in whatsoever part of the United States they may be located. 

If together with the other members of your association you will endorse 
(which means jointly guarantee) all of the loans made by such association for 
each of its members. 

If you will accept further the provision under which you may be assessed 
for any expenses of the association or the Federal Land Bank not otherwise 
specifically provided for by the act itself or not available out of the earnings of 
the institutions. 

If you will accept the money at a rate of interest not yet determined, but 
not to be over 6 per cent. 

If you will pay further the expenses, not yet announced, of the appraisal 
of your land, the examination and perfecting of your title, the executing and 
recording of your papers. The actual cost of the money may, therefore, not be 
known to you until you know how much these expenses, with the added loss of 
interest on your guarantee fund, may bring the rate over that specified in the 
foan itself. 

If you are willing to pay your interest and a part of the principal semi- 
annually. 

If you are ready to accept your loan on the terms which shall make it con- 
tinue definitely not less than five years with no privilege to pay it off prior to 
that time, and obligate yourself to pay twice each year the agreed amount to 
reduce your principal sum. 

If you wish to maintain insurance on your buildings throughout the hfe 
of the loan in some company approved by the Federal Land Board. 

A eareful analysis and study of the above should enable any farmer to 
determine the advantages offered, and unless he has taken into consideration 
each of the above factors he does not clearly understand the nature of the loan 
that is offered him. : 

Should a careful consideration of this disincline you toward the plan, you 
can borrow instead through the joint stock land banks provided for under the 
act, or as a third alternative, tnrough any of the old established channels in 
your locality without any other restriction or necessity than that you furnish 
satisfactory collateral for the amount applied for, and the gross cost of this 
money, including interest, commissions and expenses, will be told you definitely 
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within a few dollars the day you make your application. There remains there- 
after no uncertainty and no further obligation than that you shall pay your 
interest as it matures and discharge your principal or arrange for its renewal 
at its maturity, or at any time previously, as provided for in the prepayment 
privileges accorded you at the time the loan is closed. 

You should weigh carefully the total cost of the money and the advantages 
and disadvantages under each of the different plans to ascertain wherein lies. 


your own best interests. 
[Editor’s Note.—Reprinted from United States Investor, December 2, 1916.] 


THE ASSOCIATION’S ATTITUDE ON RURAL CREDITS 


The Secretary is frequently asked what the Association’s attitude is on 
the subject of rural credits and rural credit legislation, and in response to this 
demand we reprint below from our Bulletin of January, 1916, the resolutions 
adopted in our Second Annual Convention in Saint Louis, October 7-8, 1915. 
As confirmatory of the position then taken by the Association and as supple- 
mentary thereto the Association went on record in resolutions adopted in 
Third Annual Convention in Memphis, October 26-28, 1916, which will be 
found immediately following the reprint of the Saint Louis resolutions. 


The Saint Lows Resolutions 

This Association was formed and exists to further any action which will 
facilitate rural credits, whether by legislation or individual or organized private 
effort. We therefore favor rural credit legislation so far as it may, without — 
violation of the Constitutional and other vital principles of our form of 
government, and without disregard to economic law, be effected to the common 
advantage of the borrowers and the lenders of the country. 

We believe it is a self-evident truth that credit has no expression without 
‘‘financial trustworthiness.’’ The borrower must have it and the lender must 
believe the borrower has it. A successful system of rural credits must recog- 
nize this truth, and the mutual interdependence of borrower and lender. The 
form of rural credit, however, which the members of the Association are en- 
gaged in furnishing, is long time credit .on approved land security. The Asso- 
ciation therefore confines its specific recommendations to that form of rural 
credits, although it recognizes that there are defects and deficiencies in the 
facilities open to the tenant without land, or the newecomer—either immigrant 
or city-bred—who would go on the land. This Association applauds the efforts 
to help both the nation and this type of individual by financing his establish- 
ment on the land, and would be pleased to render any assistance within its 
power to such a movement. | 

In considering the phase of rural credit having to do with long term loans 
on the security of land, the Association accepts: the following fundamental 
propositions: ) 3 
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1. The object to be accomplished is to so mobilize this form of rural 
eredit as to make it available to every land-owning farmer in the United States 
on terms as favorable as the market affords, consistent with the security offered. 

2. To accomplish this object it is neither necessary nor consistent with 
the principles on which this government is founded, to lend to farmers as a 
class either the credit of the nation or its monies, either directly by government 
loans, or indirectly by subsidies or guarantees. 

3. The object is, rather, attainable by removing those obstacles, legal and 
otherwise, which prevent the farmer’s paper from reaching the investment 
market generally in such form, on such terms and from such a source as to 
make it at least as acceptable in the matter of assured security, convenience of 
handling and convertibility, as any other investment of equal intrinsic merit. 

This Association believes this object, once attained, would provide for 
the farmer: | 

1. Credit in quantity much greater than at present, and in quantity 
certainly sufficient for all legitimate purposes. 

2. Credit on a basis of intrinsic security, rather than of extrinsic factors 
such as the special laws of any given state, the distance of the security from 
the source of the funds, the terms as to maturity, ete., on which it was desired 
to borrow the money. This result would be gradual, requiring the amendment 
of the state laws as to titles, collections, taxation, etc., among other changes 
dependent on the citizens of the states, and not on anything the Federal Govern- 
ment can do by statute. 

3. Loans for long terms, as well as short terms, ‘‘straight’’ or serial 
maturity, or amortized as to principal, the latter free from renewal worries 
or expense. 

4. As low rates of interest as the free play of supply and demand in the 
investment market affords, when not encumbered by the factors of lack of con- 
-fidence, lack of convenient form, convertibility, and legality for certain funds, 
which factors now bar the farm mortgage from a very large market. We do 
not believe that lower rates can be obtained in any other way, and least by 
arbitrarily trying to fix by statute either interest rate or margin of profit or 
terms of negotiation. | 

To carry out the. object outlined we believe that so far as possible present 
machinery should be utilized and supplemented to that end. We favor the 
enactment of a federal law if constitutional, providing for the formation of 
national land mortgage banks with federal charters, subject to federal regula- 
tion as to their methods and personnel, and federal supervision of their affairs 
in much the same way as the national banks of the country are managed and 
supervised. We believe that these banks should have the dual privilege of: 

Ist: Negotiating, buying and selling individual farm mortgages, thus 
making it possible to conduct the business without interruption as at present so 
far as the public demands. 


Page Thirty P.M. B. A. of A. BULLETIN 


2d: Issuing farm mortgage bonds against the collateral security of farm 
mortgages made either for straight term or amortized to give the special 
advantages of this form of security. 

We believe that the safety of the securities issued by nc banks should be 
assured by very careful regulations, including provisions that the issuance of 
bonds and the power of substitution of mortgages collateral thereto should be 
under the immediate control and supervision of the proper Federal authorities, 
and also that a graduated guarantee fund should be established out of earnings, 
. in proper ratio to the outstanding bonds, this fund to be invested in securities 
at least equal in quality and of a standard established by Federal law, and 
to be held separate from the general assets of corporation. 

We believe that the minimum capital stock of such banks should not be 
less than $500,000 for the reason that less capital responsibility than that would 
fail to command the degree of confidence necessary in the investor and that 
it is desirable to have at least that amount of capital responsibility between the 
investor and loss, from the outset. 

We believe that the volume of the outstanding liabilities should not exceed 
twenty times the unimpaired capital and surplus of the bank. | 

We believe that these banks should be free of limitation as to their terri- 
torial scope, either in securing mortgages or selling mortgages and bonds thus 
obtaining the advantage of unrestricted markets for their securities and sell to 
their customers securities on terms most acceptable in their market. 

We believe that the Federal provisions for the conduct of such banks 
should include the qualifications for the mortgages eligible for purchase or 
negotiation by those banks. 

We believe that where these mortgages are pe cue from a negotiat- 
ing agent and are not negotiated direct by the National land mortgage 
bank, they should be purchased only from such individuals, partnerships or 
corporations as shall qualify under the provisions of the Federal Act and. 
which shall be duly inspected and passed upon periodically by the proper 
Federal authorities. We believe that this supervision would make it unneces- 
sary to provide for the Federal incorporation of small local mortgage negotiat- 
ing concerns throughout the country, thus leaving any individual or group of — 
individuals perfectly free to do business on the most economical plan, provided 
their securities measured up to the qualifications demanded, and provided their 
affairs were regularly inspected by a Federal officer. 

We advocate this system because we believe it would go far to obtain for 
the farmer the advantages above enumerated by giving to the investor the fol- 
flowing advantages: 

Ist. The securities of such institutions would be before the people with 
the prestige attached to. Government institutions. 

2d. The bonds of such banks would be made convertible by being stand- 
ardized as to form and listed on the stock exchange. 
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3d. They could be issued in convenient denominations both large and 
small, making them available for purchase by small investors who now have 
practically no safe investment open to them except the savings banks. 

4th. They could be issued with both long and short maturities, thus 
reaching a large market, especially in the East which today confines its invest- 
ments to securities of short maturities. 

oth. They would offer the investor a security which would not involve the 
troublesome -prepayment privileges now attaching to most individual farm 
mortgages. 

These and other advantages would open up a large market now unreached 
by the existing farm mortgage companies and this market could be decidedly 
amplified by Federal provision, including making them legal for the invest- 
ment of postal savings. 

We believe it also likely that gradually it would be possible to secure the 
amendment of state laws in such a way as to make the securities of these banks 
legal for saving banks and trust funds now barred from farm mortgage invest- 
ment by existing state laws, and to secure the modification of state laws as to 
taxation which now bar farm mortgages from several states. 

Resolved, That the Farm Mortgage Bankers Association of America ap- 
proves the foregoing general outline of recommendations concerning rural 
eredit legislation which has been prepared by the Board of Governors, and 
directs that such recommendations be embraced in a formal presentation of 
the views of this Association to the Joint Committee on Rural Credits, with 
such minor modifications as the Committee appointed by the Governors may 
deem necessary. 

Any rural credit legislation which fails to utilize present farm mortgage 
banking machinery and seeks to establish a wholly new order of negotiating or 
selling agencies would be highly undesirable. 

The experience of farm mortgage bankers acquired through many years 
of handling farm loans ought not to be cast aside without an effort to make 
the largest and fullest use of it. 


The Memphis Resolutions 


‘Resolved, That the Farm Mortgage Bankers Association of America here- 
by reaffirms its position on the subject of rural credit legislation and the funda- 
mental principles on which it should be based, as these were expressed in the 
resolution on the subject adopted at the association’s second annual convention. 

The association believes that, in accordance with these principles, the 
banks created by such legislation should be in position to either prove or 
disprove their true efficiency as rural credit agencies by being freed of the 
crutches of special privilege, notably exemption of their emissions from all 
taxation. 
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The association further believes that the law of supply and demand 
should be given free play in order that it may operate to the best advantage 


of the beneficiaries of the system. To that end it recommends among other. 


changes in the law the elimination of territorial limitations, and of the artificial 
fixation of interest rates by law, provision for the negotiation of straight term 
and installment loans as well as amortized loans, and permission to market 
mortgages individually as well as by the sale of bonds against them. 

Be it Further Resolved, That this association is in accord with the feeling, 
so often expressed of late, that legislation on subjects of vital interest to the 


nation should not be framed without taking counsel of practical experts on — 


those subjects. This association respectfully points out that the Federal Gov- 
ernment apparently did not avail itself of such expert advice in framing the 
recent rural credit legislation. — 

And Be It Further Resolved, That this association, pending the modifica- 
tions and reconstruction of the Federal Farm Loan Act along the lines above 
referred to in such a way that it shall be expedient for those experienced in 
the business of farm finance to operate under the law, hereby urges the adop- 
tion of all practical measures to facilitate the existing machinery of rural 
eredits, specifically by the simplification of and standardization of methods, 
and the elimination of unnecessary costs of doing business as well as by the 
extension of the market for farm mortgage securities. The association com- 
mends to the attention of its members constructive suggestions already made in 
the above direction, including the co-operative insuring of titles and search of 
tax records, and the reduction of the commissions paid to those who procure 
loan applications. 
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WORK OF COMMITTEES 


TIVITIES TTT 
DUTY OF COMMITTEES AND MEMBERS 


President Thompson has made his committee appointments for the ensuing 
year, both standing and special, as printed on the preceding pages. The selec- 
tions have been made not only with reference to fair representation by states, 
but also with reference to securing to the Association the services of those who 
have manifested a personal interest in its affairs, and it is confidently believed 
that effective work will be done through the combined activities of the men 
‘selected. 3 : 

Each committee chairman is urged to the utmost to co-operate with the 
officers and Board of Governors and to take immediate steps to bégin the work 


IIIA 


il 


a 


* 


of the committee of which he is in charge and for which he is made responsible. 


Likewise each committeeman is urged to give all possible assistance in earry- 
ing forward the work of the committee to which he is assigned. 
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A number of committees, as will be noted under the title head ‘‘ Work of 
Committees, ’? in this issue, have already outlined their plans for the year and 
aré well along in the development. While specific duties have been assigned 
to the committees, the general membership itself is not thus relieved of its 
obligation to actively promote the general welfare of the Association whenever 
and wherever the opportunity offers. 

_ Every member, therefore, is expected to keep in font with and report to 
the proper committee chairman all important matters coming to his notice 
which pertain to farm mortgage banking, such as Federal and State legisla- 
tion; the practical workings of the farm loan law in his district; fraudulent 
practices of irresponsible concerns and statements in the press which wilfully 
or otherwise mislead the public. Moreover, he should constantly be on the 
lookout for new members and in all ways assist in improving the effectiveness 
of Association work. 

The officers are confident that the program as outlined above will be pro- 
ductive of real benefits to all members. 


THE PUBLICITY COMMITTEE 


The Publicity Committee under the general supervision of Mr. Kingman N. 
Robins has completed plans for far-reaching activity during the coming year. 
The work is to be carried on through four bureaus, each in charge of a member, 
to whom is assigned specific duties. 

Bureau No. 1 will be in charge of the Secretary and will have to do with 
general publicity, including the issuing of the monthly and quarterly bulletins. 

Mr. Norman Lombard, in charge of Bureau No. 2, is completing arrange- 
ments with different magazines to print articles on various phases of farm mort- 
gage banking to be contributed by members of the Association. 

It is hoped by this arrangement with the most widely read publications of 
- standing in the country, to give the public accurate information concerning farm 
mortgages and farm mortgage banking. The articles are to be general in char- 
acter and entirely free from sectional bias, it not being the purpose of the 
Bureau to boost any particular farm mortgage house or any particular state 
or farm loan-field. 

Through this Bureau the Association can be of distinct service to investors 
in giving them correct information concerning our business. 

Bureau No. 3 will be conducted by Mr. L. K. Boysen who will be charged 
with the correction of erroneous statements appearing in the public press, as 
well as the dissemination of accurate information to the editors of financial 
papers, magazines, and the press generally. 

- The importance of each member company co-operating with Mr. Boysen is at 
once apparent. Misstatements of facts or misleading statements appearing in 
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advertisements, editorials or contributed articles in financial journals, maga- 
zines or the press should not go unchallenged, and members can perform a 
service for farm mortgage banking in general if they will take immediate steps 
to secure a correction, through Mr. Boysen’s bureau, of such erroneous state- 
ments as come to their attention. © 

Bureau No. 4, Legislative Information, will be in charge of, the Secretary 
working in conjunction with the Chairmen of the committees on Federal and 
State Legislation. 

It will be the aim of the Secretary to keep in touch with Congress and the 
state legislatures through the various channels at his disposal and to report to 
the membership such items of importance as might not otherwise be available. 

Most of the state legislatures will assemble this winter, and in many of 
the states legislation is contemplated which will directly or indirectly have a 
bearing upon the business of farm mortgage banking. All members are espe- 
cially urged to assist the Committee by their co-operation in keeping in touch 
with proposed legislation in the respective states. 


TITLE GUARANTY COMPANY COMMITTEE 


The special committee appointed to consider the recommendations made 
by President Thompson in his annual address at Memphis, concerning guaranty 
of titles, met at Hotel La Salle, Chicago, Monday, December 18, and in its re- 
port to the Board of Governors recommended the organization of a company to 
ouarantee titles for farm loans. 

The Board of Governors in session at Hotel La Salle, Chicago, Tuesday, 
December 19, reviewed and approved the recommendations of the Committee 
and voted to enlarge the Committee and to continue it. By the same vote the 
Committee was instructed to prepare and submit to the members of the Asso- 
ciation a detailed statement of the objects sought to be accomplished by such 
a corporation and to submit a plan for its organization and management. 

Under the tentative plan, the details of which are well under way, each 
member of the Association will be given an opportunity, before non-members, 
to subscribe to the shares of stock of the corporation. 


COMMITTEE ON REMEDIAL TITLE LEGISLATION FOR MISSOURI 


At the second annual meeting of our Association, held at St. Louis last 
year, it was deemed advisable for the Association to take an aggressive stand 
in attempting to procure uniform title legislation in the various states so far 
as it may be possible to procure same. It was thought best to try to perfect 
some of the title conditions in Missouri as the initial mevement of the Associa- 
tion in this direction. This was not because Missouri had bad title laws, but 
decidedly the contrary. The chief reason for attempting the movement in Mis- 
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souri as the initial state was principally because a large majority of the member- 
ship of this Association resided in Missouri or did business in Missouri. 

It was also the belief of the members of the Association who were interested : 
in Missouri farm loans that several bills could be prepared and put through the 
next General Assembly of Missouri which would not make radical changes in 
the present laws, but would only perfect the law so far as those laws may be 
found defective as affecting Missouri land titles. | 

The chief aim of the Association is to render the law so as to make titles 
readily merchantable and thereby save a.large expense, as well as delay, to the 
owners of real estate when they attempt to market their land or procure a loan 
on same. To this end the undersigned was appointed Chairman of a Committee 
which would have charge of the Remedial Title Legislation to be proposed in 
Missouri. 

At the St. Louis meeting last, year it was also decided that we would 
endorse the recommendation of the American Title Association and thereby seek 
to make titles more uniform in the various states. 

The next General Assembly of Missouri will meet the first week in January, 
DO LF! 

Soon after your Committee was appointed the Chairman arranged for a 
meeting of all members of the Association interested in Missouri land titles, to 
be held at Kansas City on the tenth day of October, 1916. At the initial meet- 
ing the following members were represented : 

H. P. Lowenstein, Kansas City Title & Trust Co. 
Thos. C. Alexander, New England Securities Co. 
J. EH. Maxwell, Maxwell Investment Co. 

A. 8S. Winn, Pioneer Trust Co. | 

Homer Hamilton, Corn Belt Mortgage Co. 

D. C. Chastain, Walton Trust Co. 

R. J. Brittain, Groves Bros. Mortgage Co. 

H. W. Wilson, Inter-State National Bank. 

After due consideration, Mr. H. P. Lowenstein and Mr. Homer Hamilton 
were appointed as a Special Committee and directed to draft bills covering 
several proposed changes or modifications in Missouri title laws, and the meeting 
adjourned, to meet at the same place on October the nineteenth, 1916. The 
second meeting was held agreeable to adjournment, at which Mr. Lowenstein 
and Mr. Hamilton, assisted by Mr. Thomas E. Alexander, proposed amendments 
as follows: | 


No. 1. An Act concerning acknowledgments of deeds and other instruments 
affecting title to real estate, and providing notice to be imparted thereby 
and for the admission of the record or certified copies thereof as evi- 
dence, and prescribing limitations of actions with reference thereto. 

No. 2. An Act to repeal Section 4380, Chapter 2, Article 17, Revised Stat- 
utes, 1909, entitled, ‘‘Guardians and Curators of Minors,’’ and to enact 
in lieu thereof a new section to be numbered Section 4380. 
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No. 


No. 
No. 


No. 


3. An Act authorizing guardians and curators of minors to extend 
and renew deeds of trust and mortgages on real estate. 

4. An Act limiting the time for contesting wills by married women. 
5. An Act to repeal Sections 557, 564, 565 and 567, Chapter 2, Article 
21 of the Revised Statutes of Missouri, 1909, entitled, ‘‘ Wills,’’ and to 
enact in lieu thereof four new sections to be numbered 507, 564, 565 
and 567 respectively. 


. 6. An Act concerning undisclosed trusts in deeds, ace of trust, mort- 


gages and other instruments conveying or affecting title to real estate. 


. 7 An Act concerning limitations of real actions as to married women 


and to repeal conflicting statutes on the same subject. 


. 8. An Act to amend Section 1881, Revised Statutes, 1909, being a part 
of Article VIII, entitled, “Timitations—Real Actions, ” by omitting 


therefrom the words, “or a married woman.”’ 

9. An Act concerning the limitations of lens of deeds of trust, mort- 
gages and other instruments securing debts, and providing the duties 
and liabilities of the Recorder of Deeds in relation thereto, and pre- 
seribing the penalty for neglect of duty with reference thereto by such 


‘Recorder. 


After a full discussion the foregoing amendments were approved by the 
Committee and endorsed for recommendation to the next General Assembly. 

Mr. Lowenstein, after discussing the need of further amendments to Missouri 
title laws with other members of our Association, has recommended the following 
additional changes: 


No. 


No. 


10. An Act to amend Section 2844, Revised Statutes of Missouri, 1909, 
concerning the satisfaction of Release Mortgages. 

11. An Act affecting evidence of title to real estate, providing the 
manner and effect of using initials of the christian names of the parties 
in deeds and other instruments, including court proceedings, and the 
misspelling of the surname therein and defining the force and effect 
thereof. 


. 12. An Act concerning the acknowledgment of deeds, mortgages and 


other instruments affecting title to real estate in foreign states and 
territories. 


. 18. An Act authorizing certain officers of corporations to execute re- 


leases of mortgages and other liens. 


. 14. An Act allowing the guardian of the person and curator of the 


estate of minors to report sales of real estate-at the same term at which 
orders of sale are made and authorizing the court to confirm the same. 


. 15. An Act allowing the guardian of the person and curator of the 


estate of insane persons or persons of unsound mind to report sales of 
real estate at the same term at which orders of sale are made and 
authorizing the court to confirm the same. 


. 16. An Act to repeal Section 2860, Revised Statutes of Missouri, being 


Article 3, Chapter 30, entitled, “Morteages and Deeds of Trust,’’ and 
to enact in lieu thereof a new section numbered 2860. 


. 17. An Act providing for the release of mortgages, deeds of trust and 


other liens, without producing the interest notes or interest coupons. 
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The Committee also has under consideration the recommendation of a bill 
which will require the note or notes secured by a deed of trust or mortgage to 
be presented to the Recorder at the time the mortgage or deed of trust is filed 
for the purpose of having the Recorder identify the notes secured by the filed 
instrument, having in mind especially the protection of notes secured by recorded 
mortgages and deeds of trust from forgery. 

The Committee also has under consideration an amendment to our adminis- 
tration law which would provide for the positive adjudication and determination 
of heirship, so as to make certain the interest of the various persons in real 
estate as it descends from a decedent to his heirs or devisees. 

Your Committee in making the above recommendations has found it will 
not be necessary to make any radical change from existing Missouri laws. In 
undertaking such work as assigned your Committee, your Committee realizes the 
necessity of a campaign of education. To this end your Chairman accepted an 
invitation from the Missouri Abstracters Association to address the Association 
a few days before our Memphis meeting. The address was intended primarily 
as a preliminary campaign among the abstracters to enlist their support in the 
proposed amendments that will be recommended by your Committee. 

Your Committee has also been in conference with several farmers’ organiza- 
tions of the state, many bankers and also the real estate exchanges of Kansas 
City, St. Louis and St. Joseph. We expect to carry on a vigorous campaign of 
education so that by the time the General Assembly meets we will have its 
_ various members more or less acquainted with the various proposed amendments 
which your Committee will endorse and recommend. We believe with careful 
organization and preparation, that we will be able to procure the adoption of 
many of our proposed amendments. In doing this we hope to make our real 
estate titles more readily merchantable than they are under present laws. 

- Should the majority of our proposed amendments be adopted, then Missouri 
would have its title laws in such condition as would make real estate readily 
merchantable and would be especially desirable from the standpoint of the real 
estate loan man as well as of the investor. ) 

Your Committee has not yet determined whether it will advocate in ‘con- 
nection with the above proposals, a proposition to require abstracters of real 
estate titles to own abstract plants and execute a uniform certificate which will 
run with the land and give bond as is provided in some states. Many of the 
leading abstracters are in favor of such a bill. It is the judgment of your-Com- 
mittee that we should not actively endorse such a proposal for the reason that 
it would be a material and radical change from our present laws and would 
likely jeopardize the passage of several of our other proposals if we should pro- 
pose and recommend such a bill. However, we will give assistance to such a bill 
if it is introduced and from the information obtained by your Committee such 
a bill is likely to be introduced. Respectfully submitted, 

WM. M. FITCH, Chairman. 
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MEMBERSHIP 


Sail IIIT TTT 
NEW MEMBERS 


The excellent campaign for new members carried on during the past year 
was highly prolific of results and should be continued throughout 1917 and 
prosecuted in whole-hearted and vigorous fashion. A net gain of 6214 per 
cent was made last year over the total membership for the preceding year, and 
it 1s clearly possible, with the exercise of consistent and persistent effort that ~ 
a proportionate gain can be made for 1917. 

To be productive of results, a membership campaign must be something 
more than a seasonal diversion; must consist of something more effective than 
sporadic enthusiasm for the cause. It should become a daily habit; a special 
order for every working day on the calendar. 

Let us resolve at the beginning of the New Year thoughtfully and per- 
sistently to keep before non-members the advantages of becoming identified 
with the Association. In every farm loan field, in every agricultural state, 
there are farm mortgage banking houses that would, as members, bring addi- 
tional influence and prestige to the Association, and it is to non-members of 
this character that we should address ourselves most persistently. 

The Membership Committee and the Secretary will give all assistance pos- 
sible to members in a ‘‘follow-up’’ campaign to this end. Let not this appeal 
be made in vain. 


ws 
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Investors in farm mortgages and producers alike will find interest in the 
letter reprinted below. The letter, written to one of our member companies 
by one of its managers in an important field, discloses an unfortunate and 
dangerous condition prevalent in that specific territory and merits careful read- 
ing and thoughtful consideration. Unhappily this situation is felt in greater 
or less degree in all fields where the higher rates of interest would naturally 
prevail and the application of the letter therefore may properly be extended to 
include the other fields.—[EHditors. ] 


“Tt am glad to note from your recent favor that the investors are getting 
their eyes open to the real situation. They are doing this none too soon, 
and I trust, for their sake, none too late. me investors have none but 
themselves to blame for a condition which they will hasten to condemn only 
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after their attention is forced to recognize the desperation of certain prac- 
tices that they have really fostered. Many of them because of the overplus 
money condition have become impatient, and out of their nervousness have 
not only urged their field connections to produce the securities, but I am 
informed they have prodded and even threatened to sever connections if a 
full offering of farm mortgages were not forthcoming. It is not hard to 
guess what a condition like this will tend to produce. 


I am sure, that to most large lenders who buy these loans, small guilt 
will attach. They usually have established rules, and their systems of safety 
provide ample methods of protection; they, as a rule, know the field and fix 
limits, based on conditions with which they are well acquainted, and as 
safety of principal is the first and rate of interest the second requisite, they 
naturally are most alert as to the source of their securities and check their 
business on the ground with sufficient frequency to protect themselves against 
the misuse growing out of speculative tendencies of the times. I believe the 
most guilt will primarily attach to the more strictly termed private investors, 
who buy largely through brokerage concerns who in turn garner their 
securities out of the hands of many small producers, oftentimes with little 
experience and small responsibility, just because these small originators, 
having no established outlet, are forced to dispose of their business on such 
basis as will provide a margin of profit as between what he lends at and 
what the broker can sell at. It is not sufficient that these brokerage mediums 
who operate between the originator and investor be concerns of financial 
responsibility, which is not saying this is a negligible item, but many of 
these institutions do not provide a system of checking because oftentimes 
their margin of profit will not stand such costly process, and more particu- 
larly because of the long chain of intermediates the staunchest rules of pro- 
tection weaken as they travel, because the direct demand of the investor is 
lost in the many stations of exchange. In this respect the farm mortgage 
differs so very widely from the bonded securities of counties and municipali- 
ties by reason of standard requirements and general community obligations 
as against the individual loan requiring more personal scrutiny and careful 
selection. Now, there are, of course, many substantial brokerage institutions, 
some of which are very careful to guard their reputation. The investor 
should select with great caution, but the private investor rather wants a large 
rate of interest and too often takes what-is offered him so long as the rate 
suits. 


This overplus money condition has pointed out opportunities to not only a 
large flock of small originators, but many institutions have sprung up of 
some considerable proportion, whose pretentions to furnish sound investments 
lay strong hold on the confidence of easy investors. Some of these com- 
panies in order to make the biggest rush on their opportunities provided by 
the circumstances of the times are not particular about projecting themselves 
cautiously into new fields, wherewith they familiarize themselves thoroughly 
with facts that clash harshly with their more intimate knowledge elsewhere 
that a mere matter of geography will account for; their sole comfort is 
mostly that they have secured a man to father their out-of-state office whose 
local experience should justify much latitude and little restraint. Some are 
not so particular about securing local talent, and import outsiders reared 
under different conditions who, lacking familiarity with many important 
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phases, do rank things, for which their companies can repent later. Some 
of these men have been coaxed either out of local positions, or to move their 
homes from other states, no doubt, by the alluring prospect of being able to 
adopt some extraordinary program for winning a successful business career 
that will bring them to prominence in the big struggle for the top. Out 
of this comes all sorts of evil, and the investor that incautiously lays his 
money out expecting safety and satisfaction may later regret that he has 
neither. 


Now comes the hardest thing I have to say, to-wit; some of the older 
home companies seem to have gotten excited because their business was being 
cut into by the new competitors from outside, and instead of allowing the 
first few impulses (which were naturally to be expected) to recede to dis- 
ereet levels, they have joined in the “I’ll-show-you-a-thing-or-two chase,” 
and by so doing have made common practice the very thing they know so 
well to be both dangerous and unprofitable. 


It is not strange that I may appropriately quote from your recent letter 
at this point. “It is becoming generally known, East, that loans are being 
made on almost any kind of security for any amount and at low rates,’’ but 
the strange thing is why have investors given unmeasured latitude to profit 
grabbing agencies whose methods of operation are unknown and whose 
principal claim of fitness is reflected in the success they point to, chiefly con- 
sisting of volume of business done. 


Many of the older companies of the West have found protection hitherto 
-by reason of the advance in land prices between 1900 and this date, and 
because a farm sold in 1912 or 1913 for much more than it was valued at in 
the inspector’s report of 1905 or 1906 confidence was established and investors 
became indifferent and lacked diligence in checking up their connections 
thereafter, to large extent. Because of many years of safe lending, the local 
companies were emboldened to raise their advances from time to time, and, 
as one competitor would occasionally make a loan for a little more than the 
usual limit, it would be promptly brought to the attention of their com- 
petitor by the country correspondent, who complained that he was being 
crowded out of business by so and so, and after a little while larger ad- 
vances were general. And so, step by step, the amounts per acre grew until 
it warmed feverish. This is dangerous practice, and the investor who backs 
this game is entitled to no sympathy. Our lands are as good, perhaps, as 
anywhere, but farming methods do not produce enough revenue per acre on a 
rental basis to justify valuations that permit of any such advances as are 
being made. 


There is a disposition on the part of some lenders (chargeable mostly to 
ignorance) to believe that a big volume will compensate for a cut rate of 
interest based on the theory so well proven in mercantile pursuits that small 
profits quickly repeated make attractive dividends on the investment, which 
is equivalent to making human endeavor stand for pecuniary deficiencies. 
The only reason this is not true of the farm loan business, as compared to 
the mercantile business, is a bill of goods bought, sold, delivered and col- 
lected for enables the merchant to do it over again without consideration for 
the past transaction further than congratulate himself on the turn made; 
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whereas, when a loan is made for a long term of years the lender does not 
become detached from the transaction whereby the profit is at once realized 
in cash and the expenses cease; instead, the lender becomes a party to an 
agreement with both borrower and investor, whereby costly carrying charges 
must surely attend the loan throughout its life to maturity, and the lender 
who does not set aside from his original profit a substantial amount in reserve 
for this sure item of cost is deceiving himself—and if he does this he will at 
once discover that some things he is now doing are not justified. 


If the investor will look into the office methods of such concerns as they 
are buying large amounts of stuff through, they might find something of 
interest to them, as well as in the field. Can it not be easily reckoned that 
writing a loan for from five to ten years and taking the commission in cash, 
short term notes or selling the commission notes and removing the proceeds 
from the assets of the corporation without leaving adequate reserve to con- 
duct the loan to maturity is unsound, even dangerous practice? If it could 
be arrived at just what the true cost of conducting loans to maturity and the 
lender would set aside from his commissions adequate reserve to cover, there 
is no doubt but that he would be forced to confront the truth, to-wit; that 
he is not making money on the cut rates prevailing at present. 


There are two sure ways to adjust this: The best is for the investor to 
check up.”’ . 
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AMONG THE STATE ASSOCIATIONS 


The lowa Farm Mortgage Association, of which H. B. Alfree of New- 
ton is President, was organized almost simultaneously with the Farm Mort- 


gage Bankers’ Association of America, in 1914, and has been a particularly 
active organization. During the 1915 session of the Legislature, when strange 
and drastic legislation was up for consideration in that state, the straight- 
forwardness of the officers and committees of the Association in calling atten- 
tion to the defects and weaknesses of the proposed legislation secured its defeat. 


Its present Committee on Legislation is formulating curative measures to 
be presented to the General Assembly, now in session, which, if enacted into 
law, will clear up and effectually cure a great many of the objections now 
raised to Iowa land titles, provided, of course, the validity of such a law is 


_- first affirmatively determined by the Supreme Court. | 


The Iowa Association can be counted upon actively to oppose any proposed 
legislation inimical to the best interests of the people of that great agricultural 
state or of the nation. 
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The Kansas Farm Mortgage Bankers’ Association, the most recently 
organized state association, came into being last November and to date 
embodies a membership of twenty-three mortgage and trust companies 
‘‘securing funds direct from Eastern investors and loaning them on Kansas 
securities.’’ J. E. Maxwell, President of the Maxwell Investment Company of 
Kansas City, Mo., was elected President; Robert Deming, Jr., of The Deming 
Investment Company, Oswego, Kan., Vice-President, and Dana L. Davis of 
The Davis-Welleome Mortgage Company, Topeka, Kan., Secretary and 


Treasurer. 


The object of the Association primarily and broadly is to promote the wel- 
fare of those companies legitimately operating in. the state and whenever prac- 
ticable to work in harmony with the National organization in carrying out its 
general policies. The immediate work of importance in hand will be to enlist - 
the co-operation of all companies lending in the state in securing uniform 
practices among local correspondents:to insure greater fairness of competition, 
and in providing for uniform commissions to local correspondents on business — 
- handled through them. These same problems are menacing drawbacks to profit- 
able farm mortgage banking in nearly every state, and it is well for the Kansas 
mortgage men that they have taken steps definitely to solve them. 


Other problems, especially those peculiar to Kansas conditions, will also 
have the careful attention of the State Association. 


While there is no direct or indirect constitutional affiliation between State 
associations and the National association, nevertheless we welcome the Kansas 
association into the service, and tender the good offices of the Farm Mortgage 
Bankers’ Association to them and to all other State associations in all prac- 


tical ways. 
& % & % 


The Oklahoma Farm Mortgage Association is another of the live wires 
among State associations whose program generally contemplates some important 
line of activity for the good of its members. Its annual meeting will be held 
on the 25th of this month, at which time live subjects of interest are to be 
discussed. The effect of the Federal land banks on present institutions is still 
conjectural and will come up for its share of discussion. As of greater impor- 
tance, perhaps, to their future welfare, the delegates will consider a plan or 
plans for establishing so-called State inspection. bureaus, dividing the State, 
composed of seventy-seven counties, into twenty-six districts of three counties 
each, one inspector under bond to have charge of all inspections for all Com- 
panies within his jurisdiction. Under the tentative plan the inspector shall 
have power to approve or reject any application for a loan and his recom- 
mendation as to the amount at which any application may be approved shall 
be final. 
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The argument is advanced by the proponents of the proposed plan that 
the adoption of a system of this kind will do away with the large force of 
inspectors now necessarily employed under the present plan and thus almost 
entirely eliminate the duplication of inspection expense. 

In the face of the ever-increasing competition in the farm loan field, every 
farm mortgage banker is obliged to retrench in every possible direction consist- 
ent with efficiency of service, and it may be that our Oklahoma brethren will 
find a solution for a part of their troubles in the establishment of district 
bureaus of inspection. The experiment is well worth making and farm mort- 
gage bankers will note with interest whatever develops from the movement. 

Compensation to local agents is another topic that will come up for discus- 
sion, and it is expected that definite steps will be taken to secure a better under- 
standing between lending companies and the local correspondents, resulting in 
what the lenders have long contended for, viz.: definite and uniform commissions 
to local agents or correspondents throughout the State. 


CONTEMPLATED 1917 LEGISLATION 


CALIFORNIA: Based on the recommendations of a special commission, the legis- 
lature is expected to provide the legal machinery for effecting a compre- 
hensive plan for land colonization, co-operative credit unions and a system 
of land banks. 


MinneEsoTa: The Legislature will undertake to devise and provide a law for 
carrying out the provisions of a Constitutional amendment adopted at the 
1916 general election authorizing the investment of the state school funds 
in long time farm mortgage loans. 


NeEvapA: Same as Minnesota. 
WYOMING: Same as Minnesota. 


OrEGON: The Legislature is authorized under the Constitutional amendment 
to the ‘‘Initiative Law’’ adopted at the last election, to establish a State 
Loan Board, consisting of the Governor, Secretary of State and State 
Treasurer. The Board is authorized to sell state bonds up to 2% of the 
assessed valuation of the state which will make approximately $18,000,000 
available to farmers, at a cost not to exceed 1% plus the selling price of 
the bonds. The bonds are expected to sell at 5%. 


The Legislatures of Iowa, Kansas, Georgia, Missouri and North Dakota, 
and perhaps other states of which we have had no notice to date, will be called 
upon to consider rural credit legislation in various forms, land titles, and other 
acts having a bearing on farm mortgage banking. 
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ALL AMENDMENTS DEFEATED 


The three amendments to the Constitution presented for the consideration 
of the delegates at the Memphis convention failed of adoption. 


The amendment to Article II, Section 1, to admit to membership life — 
insurance companies investing in farm mortgage securities was voted down 
under the recommendation of the Committee on Constitution and By-Laws 
which further recommended that the President appoint a committee to investi- 
gate the status of life insurance companies and their relation to this Associa- 
tion, and to ascertain the desire of life insurance companies with reference to 
becoming affiliated with it and to report to the membership at the next annual 
meeting. The motion prevailed. 


The proposed amendment to Article III, Section 2, to provide for grad- 
uated dues in place of the level rate to all members as now provided by the 
Constitution, was defeated. 


Article II, Section 3, reads as follows: ‘‘Any member may be suspended 
or expelled from the Association for due cause upon a vote of two-thirds of the 
Board of Governors, but no member shall be suspended or expelled except upon 
charges made in writing, signed by the complainant. and not then until the 
member shall have had due notice thereof and reasonable opportunity to make 
defense.’’ 


The proposal to amend by striking out all aa portion of Section 3 fol- 
lowing the word ‘‘Governors’’ was lost. 
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REGISTRATION AT MEMPHIS CONVENTION 


ARKANSAS: American Trust Co., St. Louis; Minor M. Markel, Jonesboro; 
T. KF. Caraway, Jonesboro; Conservative Loan Co., Harry B. Crew, Fort 
Smith; New England Securities Co., P. H. Thompson, Fort Smith; Secur- 
ity Mortgage Co., H. M. McIver, Pres., Texarkana; Geo. Vaughan, Atty., 
Little Rock; Mrs. Harry B. Crew, Fort Smith; O. M. Young, Stuttgart; 
England Loan-& Trust Co., J. B. Weatherton, Little Rock. 


CALIFORNIA: Agricultural Credit Corporation of California, Norman Lombard, 
See. San Francisco. | 


CoLorapo: Irrigated Farms Mtg. Co., Joseph D. Hitch, Vice-Pres., Denver. 
IpaHo: Ehrhardt Mortgage Co., E. M. Ehrhardt, Mgr., Lewiston. 


Inuinois: Fred B. Capen, Bloomington; G. F. Carson Co., G. F. Carson, 
Pres., Peoria; Columbia Bank Note Co., John Gordon, Jr., Sales Mer., 
Chicago; The Financial World, New York, F. H. Ettel, Western Manager, 
Chicago; G. M. Forman & Co., Louis K. Boysen, Mgr., Chicago; Mrs. L. K. 
Boysen, Chicago; Home Savings & State Bank, Chas. KE. Ulrich, Pres., 
Peoria; Illinois Trust & Sav. Bank, V. M., Johnston, Pres., Champaign ; 
Frank H. McCulloch, Counsel for the Association, Chicago; McCulloch & 
McCulloch, O. A. Ross, Chicago; Pearsons-Taft Land Credit Co., Oren E. 
Taft, Pres., Chicago; Pearsons-Taft Land Credit Co., Harry J. Curry, Sec.- 
Treas., Chicago; The Peoples Trust & Savings Bank, Arthur C. Pattison, 
Mer. Farm Loan Dept., Chicago; Review of Reviews, R. W. Richardson, 
Chicago; Kent Lockwood, Official Reporter, Chicago; Hugh D. Adair, 
Official Reporter (Assistant), Chicago; Security Trust Co. of Freeport, 
C. W. Chapman, Freeport; Merchants Loan & Trust Co., C. O. Sharp, 
Field Exam., Chicago; Farm Mtg. Bkrs. Assn. of Amer., H. M. Hanson, 
Sec.-Treas., Chicago; Farm Mtg. Bkrs. Assn. of Amer., F. W. Thompson, 
Pres., Chicago; Mrs. V. W. Johnston, Champaign; Mrs. F. W. Thompson, 
Chicago. 


InpiANA: Dickinson & Reed, Frank M. Reed, Indianapolis; Dickinson Trust 
Co., Edgar F. Hiatt, Pres., Richmond; Frank C. Evans Co., Lawrence E. 
DeVore, Office Mgr., Crawfordsville; Frank C. Evans & Co., Frank C. 
Evans, Crawfordsville; Farmers Trust Co., R. E. Smith, Treas., Indian- 
apolis; Farmers Trust Co., C. N. Williams, Pres., Indianapolis; State Sav. 
& Trust Co., Jas. T. MeNary, Vice-Pres., Indianapolis; Mrs. Edgar Hiatt, 
Richmond. 


Iowa: H. B. Allfree, Newton; First National Bank, Chas. Shade, Pres., Rock 
Rapids; lowa Loan’ & Trust Co., David H. McKee, Vice-Pres., Des Moines; 
Iowa Loan & Trust Co., G. B. Hippe, Pres., Des Moines; Leavitt & Johnson 
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Trust Co., E. L. Johnson, Vice-Pres., Waterloo; E. H. Lougee, Council 
Bluffs; Mrs. E. H. Lougee, Council Bluffs; Mason City Loan & Trust Co., 
S. A. Schneider, Secy., Mason City; Phoenix Trust Co., Geo. F’. Heindel, 
Vice-Pres., Ottumwa; Mrs. Geo. F. Heindel, Ottumwa. 


Grorqia: Sessions Loan & Trust Co., Moultrie M. Sessions, Pres., Marietta. — 


Kansas: Davis Wellcome Mtg. Co., B. H. Davis, Vice-Pres., Topeka; Davis - 
Wellcome Mtg. Co., Frank S. Davis, Topeka; The Deming Investment Co., 
F. E. Dent, Asst. Secy., Oswego; Deming Investment Co., R. O. Deming, 
Pres., Oswego; Deming Investment Co., R. O. Deming, Jr., Asst. Treas., 
Oswego; Deming Investment Co., John B. Self, Mgr., Little Rock Office; 
Deming Investment Co., D. S. Waskey, Vice-Pres., Oswego; The Deming 
Investment Co., F. W. Stout, Secy. and Vice-Pres., Oswego; The Farm 
Mortgage Co., Walter A. Smith, Vice-Pres. and Treas., Topeka; First Trust 
Co. of Wichita, L. W. Clapp, Pres., Wichita; The Fontron Loan & Trust 
Co., L. E. Fontron, Pres., Hutchinson; Humphrey Investment Co., L. IL. 
Humphrey, Pres., Independence; Inter State Mtg. & Trust Co., W. H. 
Swatszel, Pres., Parsons; Merriam Mtg. Co., C. B. Merriam, Treas., Topeka; 
J. Li. Pettyjohn & Co., Chas. F. Pettyjohn, Olathe; Fred and C. S. Perkins, 
Fred Perkins, Oswego; Fred and C. 8. Perkins, C. S. Perkins, Oswego; 
Pioneer Mtg. Co., A. E. Van Petten, Pres., Topeka; Pioneer Mtg. Co., A. M. 
Catlin, Sec. and Treas., Topeka; The Putman Inv. Co., J. E. Putman, Vice- 
Pres. and Treas., Salina; Thomas Mtg. Co., Richard W. Thomas, Emporia; 
Warren Mtg. Co., S. H. Warren, Pres., Emporia; Warren Mtg. Co., F. O. 
Lakin, Vice-Pres., Emporia. 


Kentucky: Daily Leader, J. M. Simmons, Fulton. 


Louis1anA: Bankers Loan & Securities Co., J. L. Wright, Pres., New Orleans; 
Bankers Loan & Securities Co., R. B. Bishop, Vice-Pres., New Orleans; 
Mortgage Securities Co., Levering Moore, Pres., New Orleans. ~ 


Massacuuserts: United States Investor, Boston, F. H. Copithorn; Inter 
State Mtg. Trust Co., W. H. Snow, Vice-Pres., Greenfield. 


Micuican: J. Lee Barrett, Detroit. 


Minnesota: §. J. Murton & Co., W. H. Campbell, Vice-Pres., Minneapolis; 
Capital Trust & Sav. Bank, J. W. Wheeler, Pres., St. Paul; Reed Mort- 
gage & Inv. Co., C. E. Reed, Pres., St. Paul; Wells-Dicky Co., O. M. Cor- 
win, Vice-Pres., Minneapolis; Mrs. O. M. Corwin, Minneapolis; Mrs. W. H. 
Campbell, Minneapolis. ' 


Missourr: Alliance Trust Co., Ltd., Henry Ajouls, Inspector, Kansas City; 
American Trust Co., Miner Markel, St. Louis; American Trust Co., Chas. 
Campbell, St. Louis; American Trust Co., R. L. Rineman, Vice-Pres., St. 
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Louis; Commerce Trust Co., Townley Culbertson, Vice-Pres., Kansas City ; 
Forrest C. Cochran, Kansas City; Fidelity Trust Co., Henry C. Flower, 
Pres., Kansas City; Fidelity Trust Co., Lester W. Hall, Vice-Pres., Kan- 
sas City; Goodrum Trust Co., C. D. Goodrum, Pres., Lamar; Inter State 
National Bank, H. W. Wilson, Asst. Cashier, Kansas City; W. Ed 
Jameson, Fulton; Kansas City Title & Trust Co., E. C. Kohlsaat, Kansas 
City; Kansas City Title & Trust Co., John Henry Smith, Secy., Kansas 
City ; Maxwell Investment Co., A. A. Zinn, Vice-Pres., Kansas City; Max- 
well Investment Co., J. E. Maxwell, Pres., Kansas City; Mercantile Trust 
Co., W. L. Goodwin, Mer. Farm Loan Dept., St. Louis; Mississippi Valley 
Trust Co., Wm. H. Fitch, Vice-Pres., St. Louis; Nelson Loan Co., C. C. 
Nelson, Kansas City; Nelson Loan Co., Theo. Remley, Atty., Kansas City; 
New England Securities Co., T. C. Alexander, Sec.-Treas., Kansas City; 
Seottish American Mtg. Co., G. H. Scithers, Gen. Trustee, Kansas City; 
St. Louis Farm Mortgage Co., C. A. Keisler, Vice-Pres., St. Louis; Waddell 
Investment Co., Willis C. Allen, Pres., Kansas City; Walton Trust Co., 
J. B. Walton, Vice-Pres., Butler; Mississippi Valley Trust Co., D. H. 
Doane, Field Mgr., St. Louis; Mrs. J. B. Walton, Butler; Mrs. Edward C. 
Kohlsaat, Kansas City; Mrs. Forrest C. Cochran, Kansas City; Mrs. W. M. 
Fitch, St. Louis. 


Montana: The Banking Corporation of Montana, Geo. L. Ramsey, Pres., Hel- 
ena; Bankers Loan & Mortgage Co., Clyde McLemore, Asst. Treas., Billings. 


MississipP1: W. H. Clifton, Atty., Aberdeen; H. M. Fulgham, Atty., Brook- 
haven. 


NEBRASKA: City Trust Co., Harold L. Pritchett, Sec. and 'Treas., Omaha; 
Benson & Myers Co., F. H. Myers, Pres., Omaha; E. R. Gurney, Fremont; 
Peters Trust Co., R. C. Peters, Pres., Omaha; Peters Trust Co., Reed C. 
Peters, Omaha; Stull Bros., Ward Hildreth, Omaha. 


New York: Associated Mortgage Investors, Kingman N. Robin, Treas., 
Rochester ; Equitable Life Ins. Co., Henry Boyd, Supt. Farm Loan Dept., 
New York; H. A. Kahler & Co., T. F. Sherwood, New York; Leslie’s 
Weekly, R. H. Flaherty, New York; The Outlook Co., C. D. Freeman, New 
York; The Outlook, V. F. Schoepperle, New York; World’s Work, Herbert 
S. Houston, New York; Mrs. Kingman N. Robins, Rochester, New York. 


NortH Daxota: E. J. Lander & Co., EK. J. Lander, Pres., Grand Forks; Mrs. 
KE. J. Lander, Grand Forks; Brush-MeWilliams Co., G. W. McWilliams, 
Minot. | . 

OKLAHOMA: The Atkinson Warren & Henley Co., E. L. Cralle,. Vice-Pres., 
Oklahoma City; The Atkinson Warren & Henley Co., J. F. Warren, Pres., 
Oklahoma City; Dickinson-Reed-Randerson Co., R. S. Randerson, See. and 
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Treas., Oklahoma City; The.F. B. Collins Inv. Co., F. G. Tompkins, Vice- 
Pres., Oklahoma City; Conservative Loan Co., G. M. Christner, Pres., 
Shawnee; Mrs. G. M. Christner, Shawnee; Security Land Credit Co., Gus 
Bashore, Pres., Tulsa; The Deming Inv. Co., W. W. Bowman, Mer., Mus- 
kogee; Gum Bros., Fred S. Gum, Oklahoma City; Humphrey Investment 
Co., O. M. Murray, McAlester. 


SoutH Daxota: Dennis and Dennis, Roger L. Dennis, Vice-Pres. and Treas., 
Sioux Falls. 


TENNESSEE: Caldwell & Smith, F. H. Carlisle, Memphis; Columbia Mortgage 
& Trust Co., E. L. Fowler, Memphis; Columbia Mortgage & Trust Co., 
Peter Grant, Pres., Memphis; Columbia Mortgage & Trust Co., C. L. 
Tucker, Vice-Pres., Memphis; Columbia Mortgage & Trust Co., R. B. Lacey, 
Atty., Memphis; Deming Investment Co., C. H. Nash, Megr., Memphis 
Office; Edward S. Elliott & Co., Edward 8. Elliott, Memphis; Equitable 
Life Ass. Society, Richard P. Lake, Mgr., Memphis; Nashville Trust Co., 
W. H. Raymond, Mer., F. L. Dept., Nashville; Caldwell & Smith, J. G. J. 
Perkins, Memphis; R. P. Lake & Son, Jno. H. Barnett, Memphis; Maxwell — 
Investment Co., B. M. Long, Mgr., Memphis; Southern Abstract & Loan 
Co., Frank Hayden, Memphis; Southern Abstract & Loan Co., H. J. De- 
fenbach, Memphis; Southern Cattlemen’s Assn., Neely Bowen, Memphis; 
Southern Abstract & Loan Co., C. G. Schneider, Memphis; Southern 
Abstract & Loan Co., Clyde T. Denton, Memphis; Southern Abstract & 
Loan Co., Buel F. F. Warden, Inspector, Memphis; 8. H. Trezevant, Atty., 
Memphis; 8. M. Williamson & Co., Inc., H. Guy Hathorn, Chief Inspector, 
Memphis; 8S. M. Williamson & Co., Inc., A. Y. Allen, Mgr., Farm Loan 
Dept., Memphis; S. M. Williamson & Co., Inc., M. Eugene Clark, Vice- 
Pres., Memphis; Equitable Life of New York, R. Henry Lake, Mer., Mem- 
phis: Caldwell & Smith, Bolton & Smith, Memphis; Union Central Life ~~ 
Ins. Co., H. H. Kyle, Examiner, Memphis; Maxwell Investment Co., H. C. 
Peiker, Examiner, Memphis. 


Texas: Colonial Trust Co., Hillsboro, W. E. Thompson, Mgr., Farm Mortgage 
Dept., Hillsboro; Bankers Trust Co., Geo. V. Rotan, Sec., Waco; Edwin 
Chamberlain & Co., Edwin Chamberlain, San Antonio; Edwin Chamberlain 
& Co., E. G. Chamberlain, San Antonio; First Mortgage Co., W. L. Tooley, 
Vice-Pres., El Paso; Standard Trust Co., J. M. Bennett, Jr., Treas., San 
Antonio; U. §. Bond & Mortgage Co., Wm. Breg, Pres., Dallas; Ward- 
Harrison Mortgage Co., Chas. W. Clarkson, Vice-Pres., Ft. Worth; Wimer- 
Richardson & Co., Kenneth Wimer, Pres., San Antonio. 


VERMONT: State Bank Commissioner, F. C. Williams, Newport. 


Wisconsin: Wisconsin Mortgage & Securities Co., Geo. D. Bartlett, Sec., 
Milwaukee; Brush-McWillams Co., G. W. McWilliams, Treas., Milwaukee. 
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CALL FOR ANNUAL CONVENTION 


The members of the Farm Mortgage Bankers Asso- 
ciation of America are hereby called to meet in regular 
Fourth Annual Convention at the Hotel Radisson in the 
City of Minneapolis, Minnesota, on the days of Septem- 
ber 11, 12 and 13, 1917, for the purpose of electing a 


President and three Vice-Presidents for the ensuing 
year; three members of the Board of Governors for the 
term of four years and one member of the Board to fill 

* vacancy in the term expiring 1919; to consider and act 
on proposed amendments to the Constitution and By- 
Laws; to receive the reports of officers and committees 
covering the past year’s work, and for the transaction of 
such other business as may properly come before said 
meeting. 


The first business session will be called to order at 
10:30 o’clock in the forenoon of Tuesday, September 11. 


As provided by Section 2 of Article VI of the Con- 
stitution, each member is entitled to one vote at such 
annual meeting. 


H. M. HANSON, F. W. THOMPSON, 
Secretary. President. 
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THE TIME AND THE PLACE 


Tuesday, Wednesday and Thursday, September 11, 12 and es at Minne- 
apolis, Minnesota. 


HOTEL HEADQUARTERS 


All business sessions and the smoker will be held at the Hotel Radisson 
which has been selected as the official] headquarters for the Fourth Annual 
meeting. 


GUESTS ARE WELCOME 


The invitation to the convention is made general to all farm mortgage 
dealers, investors, farmers, editors, bankers and others who are interested in 
agricultural finance. Discussions and addresses will be had, covering various 
phases of the subject of farm mortgage banking by experts, and all who can 
will do well to arrange to be present at all sessions. 


HOTEL RESERVATIONS 


Members and others are requested to arrange for hotel accommodations as 
early as possible, through Secretary Hanson or direct through O. M. Corwin, 
Wells-Dickey Company, Minneapolis, Minnesota. 

There are four first-class hotels in Minneapolis, including Hotels Radisson, 
Dyckman, Andrews and Rogers, and by writing to Mr. Corwin, no difficulty 
should be found in securing satisfactory accommodations. 


SECRETARY’S OFFICE 


The Seeretary’s office will be open and ready for business at the Hotel 
Radisson at 8:30 o’clock on the morning of ,Tuesday, the llth. Delegates and 
guests are urged to report at the Secretary’s office as soon as possible after 
arrival and register. : 


. CONVENTION NOTES 


Come prepared to introduce and take part in the discussions on the floor 
of the meeting. 3 


Farm mortgage banking admittedly is passing through a erucial period; 
never before was there greater need for those in the business to get together 
for serious deliberation on the problems confronting them. 


Delegates will remember with keen appreciation the splendid talk at the 
Saint Louis convention in 1915 by Professor Holden and will be delighted to 
know that he will be with us again this year and formally participate in the 
program. 
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The Association is admirably represented in the Twin Cities as is attested 
by the following: 


Minneapolis 
Bankers Trust & Savings Bank. Minneapolis Trust Co. 
Clifford, George B., & Co. Minnesota Loan & Trust Co. 
Drake-Ballard Company. Murton, 8. J., & Company 
First Loan & Securities Co. Phelps-Eastman Company 
Gold-Stabeck Co. Sinelair, John F., & Co. 
Hennepin Mortgage Loan Co. Wells-Dickey Company. _ 

St. Paul 

Capital Trust & Savings Bank. Reed Mortgage & Investment Co. 
Northwestern Trust Company. Van Sant Company. 


With a membership of nearly 200 of the important farm mortgage banking 
houses of the United States this should be the banner meeting of the Association 
up to date. 


Chairman Corwin, of the General Entertainment Committee reports an 
encouraging advance registration of delegates. It is suggested that members 
send as large a representation as possible and that hotel reservations be made 
as early as possible. 


Agreeable to the consensus of the membership, the formal banquet will be 
omitted from this year’s program. 


A profitable feature of this year’s meeting will be the informal smoker 
held in the Hotel Radisson on the first evening. This function will afford a 
splendid opportunity for a better acquaintance among the delegates and pave 
the way for freer discussion of questions that are brought into the forum of 
the Convention proper during the three days’ session. 
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BOARD OF GOVERNORS’ MEETING 


The Board of Governors will meet one day in advance of the Convention 
at Hotel Radisson at 10:30 o’clock in the forenoon of Monday, September 10, 
to take up unfinished business and to consider a number of important questions 
to be brought before the Convention body during the succeeding days. 


NOMINATION OF OFFICERS AND GOVERNORS 


The Board of Governors in session at Hotel La Salle, Chicago, on June 22, 
nominated the following ticket for officers and governors to be voted upon at 
the Minneapolis Convention, pursuant to Section 4 of Article VI, of our Con- 
stitution and By-Laws: 


For President 


O. M. CORWIN 
Wells-Dickey Company, Minneapolis, Minnesota 


For Vice-Presidents 


J. E. MAXWELL 
Maxwell Investment Company, Kansas City, Missouri 


Ry Cr PHTERS 
Peters Trust Company, Omaha, Nebraska 


LEVERING MOORE 
Mortgage Securities Company, New Orleans, Louisiana 


For-Board of Governors (term expiring 1921) 
Wied DAY 
Day and Hansen Security Company, Spokane, Washington 
W. M. FITCH 
Mississippi Valley Trust Company, Saint Louis, Missouri 


F. S. GUM 
Gum Brothers Company, Oklahoma City, Oklahoma 


To fill Vacancy (term expiring 1919) 


GEORGE V. ROTAN 
Bankers Trust Company of Waco, Waco, Texas 


The Constitution provides that ‘‘No other nominations shall be voted on 
unless in writing, signed by at least ten members of the Association and filed 
with the Secretary’s office at least twenty days prior to such election. As soon 
as such further nominations are filed, it shall be the duty of the Secretary to 
sive prompt advice thereof in writing to each member of the Association.’’ 
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ENTERTAINMENT OF THE WEEK 


Ample provision for pleasurable relaxation has been made by the splendid 
Entertainment Committee of the Twin Cities: 


First Day 


2:00 p.m. The delegates and guests with their ladies will start on an auto 
ride of the Lake and Park systems of the Twin Cities, one of 
the most beautiful drives in the country. } 

The ride will be so timed as to end with the dinner hour and 
permit of preparation for the different events to follow in the 
evening. 

8:00 p.m. Smoker for men only—Hotel Radisson. 

8:00 p.m. High-class moving picture entertainment for the ladies will 
be given at Hotel Radisson. | 


SECOND DAY 


2:00 p.m. Trolley ride to famous Lake Minnetonka and a boat trip around 
this body of water of unsurpassed beauty. The trip to the 
Lake may be extended well into the evening if desired, as there 
will be no further special entertainment for the evening in 
either of the Cities. 


Tuirp Day 


2:00 p.m. Open—go as you please. 
8:00 p.m. Orpheum theatre. 


THE SMOKER 


The Smoker, for the men, to be held at the Hotel Radisson at eight o’clock 
in the evening of the first day will take the place of the formal dinner, which 
is to be omitted this year. 

A Dutch lunch will be served and the incomparable former Congressman 
J. Adams Bede and ‘‘Billy’’ Nolan, nationally famous Minnesotans, will enter- 
tain the guests with abundant wit and wisdom. 

Coming as it does, on the first evening of the Convention, the Smoker will 
aftord the finest opportunity for becoming better acquainted and pave the way 
for lasting personal and business friendships. It will be a distinctly prefitable 
as well as the most informal session of the Convention. Discussions of business 
problems will be in order and all members should arrange to be present and 
participate in the proceedings. 
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PROGRAM 


TUESDAY, SEPTEMBER 11 


8:30 A. M. 


REGISTRATION OF DELEGATES AND GUESTS IN THE SECRETARY’S OFFICE 
AT THE HOTEL RADISSON. 


10:30 A. M. 


First Business Session called to order by President F. W. Thompson, Convention Hall, 
Hotel Radisson. 


Report of Credentials Committee. 

Roll Call. 

Reading of Minutes of Third Annual Meeting. 
Annual Address by the President. 

Report of the Secretary-Treasurer. 


Address—‘The Joint Stock Land Bank as a Part of the Federal Farm Loan System,” 
Hon. Charles E. Lobdell, Member of the Federal Farm Loan Board. 


kound-Table Discussions: The remainder of the session will be devoted to the discus- 
sion of topics of interest to farm mortgage bankers. Each subject will be led off 
in charge of members as follows: : 


“The Future of the Farm Mortgage Business,” by Kingman N. Robins, Associated 
Mortgage Investors, Rochester, N. Y. 


“Standard Forms,” by L. K. Thompson, Hennepin Mortgage Company, Minneapolis, 
Minnesota. 


Adjournment at 1:00 o’clock to meet at 9:00 o’clock Wednesday morning. 


WEDNESDAY, SEPTEMBER 12 


9:00 A.M. 


Second Business Session. 
Reports. of Committees. 

Election of Officers. 

Invitations for 1918. Convention. 


Unfinished Business. 
Address—“‘Changes Ahead,” by M. L. Burton, LL. D., President, University of Minne- 
sota. 


Address—Subject to be announced later, by P. G. Holden, in charge of the Agricultural 
Extension Department, International Harvester Company. 
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PROGRAM— Continued 


Round-Table Discussions: The remainder of the session will be devoted to the dis- 
cussion of topics of interest to farm mortgage bankers. Each topic will be led off 
in charge of members as follows: 


“Are Co-operative Appraisals Feasible?” by D. H. Doane, Mississippi Valley Trust 
' Company, Saint Louis, Missouri. 


“Commissions to- Agents,” by J. W. Wheeler, Capital Trust and Savings Bank, 
Saint Paul, Minnesota. 


“Guarantee of Titles,” by R. C. Peters, Peters Trust Company, Omaha, Nebraska. 
Adjournment until 9:00 o’clock Thursday morning. 


THURSDAY, SEPTEMBER 13 


9:00 A. M. 


Address—“The Rural Credit Systems of the Canadian Provinces,’ by Hume Cronyn, 
Managing Director, Huron and Erie Mortgage Corporation, Toronto, Ontario. 


Round-Table Discussions: “Association Publicity and Advertising,” by W. D. McAdams, 
Chicago, Illinois. 


General informal discussion will follow until adjournment in which all delegates 
will participate. 


A NEW DEPARTURE 


There will be but one business.session on each of the three days, and each 
session will be opened promptly at the hour named in the program and closed 
at 1:00 o’clock. This arrangement will be greatly appreciated by the delegates 
in that it will afford a rare opportunity for a closer personal acquaintanceship 
among the members, increase the interest in the proceedings of the meetings, 
and promote the welfare of the Association in general. 
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FACTS ABOUT THE TWIN CITIES 
Saint Paul is the home of the Federal Land Bank of the 7th district. 


* * * * * 
Minneapolis leads the world in the production of linseed products and farm 
tractors. ee ene 


Minneapolis has a population of 373,445, Saint Paul of over 250,000, making 
a community of more than 600,000 people. 

The State Capitol, acknowledged to be one of the finest public buildimgs in 
America, crowns Capitol Hill in Saint Paul. 

Through the Twin Cities runs the Mississippi, Father of Waters, turning 
the wheels of industry as it flows majestically through a deep wooded gorge. 

* * * * * 

Minneapolis is the distributing point for automobiles for the Northwest 
and ranks third in automobile sales. In 1916 it had a grand total of $60,000,000 
worth of business in this line. 

Saint Paul is the live stock center of the Northwest. Recently huge addi- 
tions have been made to the equipment of the packing industry in South Saint 
Paul, thus bringing this city to third place. 

Minneapolis leads the world in the production of flour. Twenty-five mills 
in this city have a capacity of over 85,000 barrels a day. The joint production 
in 1916 was more than 18,000,000 barrels. 

* * %e * * 

In Saint Paul are the splendid Como and Phalen Parks, and,the curious 
Indian Mound Park, high on the bluffs above the Mississippi River, built about 
a series of mysterious mounds left by the Indians of past centuries. 

* * * * * 

Besides their leadership in the farm mortgage business, the Twin Cities, 
Saint Paul and Minneapolis, are financial, manufacturing, distributing, art, 
music and educational centers of the vast: and wealthy Northwest. 

* * * * * 

Minneapolis is the Federal Reserve City of the Ninth Federal Banking 
District. It has thirty-four other banks with combined deposits of over $170,- 
900,000. Bank clearings in Minneapolis in 1916 were more than $1,450,000,000. 

* * * * * 

The chain lake system of Minneapolis is connected with a splendid system 
of boulevards, making possible a continuous drive of fifty miles. The Park 
system also includes the wonderful Falls of Minnehaha made famous by the 
poet Longfellow in his ‘‘Songs of Hiawatha.”’ 
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Minnesota has 10,000 charted lakes, most of them wild and wooded. The 
wonderful climate of the state, and the still more wonderful attractions oi the 
fishing and other recreational features of these lakes, make Minnesota the 
objective of the vacationist until late in the fall. 


* * * * * 


The University of Minnesota, one of the largest and wealthiest universities 
in the world, is located but a short distance from the loop district of Minne- 
apolis. The campus of more than one hundred cak wooded acres houses over 
thirty large buildings. Across the boundary, in Saint Paul, is the College of 
Agriculture, connected with the State University. 


* * * * * 


Minneapolis and Saint Paul are two of the most beautiful cities of America. 
One-tenth of the area of Minneapolis is devoted to its system of parks which 
has been built around the five large natural lakes and numerous smaller ones 
within its boundary. At Lake Calhoun, is one of the finest bathing beaches in 
America. At others are boating, fishing and canoeing throughout the summer 


months. el ale ok ai 


The Port of Minneapolis was established on July 3 of this year, when the 
locks of the new High Dam in the Mississippi River were opened and the first 
boat docked at the Minneapolis municipal wharves. Impetus has thus been 
given to river traffic, and already the people of the T'win Cities and other 
points along the Mississippi River have begun to take more advantage of the 
river as a means of transportation. 


* * * * * 


Besides its leadership in the production of wheat and other food produets, 
the Northwest leads the United States in the production of iron. But a short 
-distanee north of the Twin Cities, are located the three ranges, Vermillion, 
Mesabe and Cayuna, from which come 70% of all the iron mined in the United 
States. The largest open pit mine in the world, the Hull-Rust & Mahoning, on 
the Mesabe Range, is over 175 feet deep and covers an area of more than 350 


acres. Be ea ty 


The wholesale districts of Minneapolis and Saint Paul provide the people 
of the Northwest with practically everything they: need to live on. This terri- 
tory includes the states of North and South Dakota, Montana, parts of Lowa and 
Nebraska, Wyoming, Southern Canada, Northern Wisconsin and Michigan, and 
the state of Minnesota. The extent of this territory, the wealth of its natural 
resources, and the rapidity with which it is being developed give fair promise 
for the tomorrow of the Twin City industries and commerce. 
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FORECLOSURE EXEMPTIONS FOR SOLDIERS 
AND SAILORS 


The Secretary has compiled data from 41 of the 48 states relating to the 
enactment of laws as they affect the status of enlisted soldiers and sailors in the 
matter of foreclosure of mortgage, levy of execution upon judgment, prosecu- 
tion of civil action, ete. 


Thirty-six states report the non-existence of legislation covering the ques- 
tion of exemptions for citizens in the military or naval service, and five states’ 
fail to report at all. The remaining seven states are reported as having enacted 
_ laws, extracts of which are printed below: 


Jowsa-—Chapter 380, 1917 Laws: Section 1. Moratorium declared. All 
soldiers and sailors and other persons in the military or naval service of the 
government of the United States or who may hereafter enter such service 
‘ during the present war, are hereby exempted while in such service ard for a 
period of six months after the termination of the war or of said service or 
death, from payment of any bill or exchange, or of negotiable instrument, or of 
any other payment in pursuance of any contract or from any writ of attach- 
ment or execution. 


Sec. 2. Continuances of causes. That any such person in the military or 
naval service of the United States who is now or may hereafter be party to any 
litigation; the trial of said cause shall, upon his request, be continued until the 
termination of such service or death of said party. 

Sec..3. Homesteads—exemption from taxation. The homestead of all 
soldiers, sailors or other persons in the military or naval service of the United 
States shall be exempt from taxes during their term of service in the present 
war; or other property to the actual value of ten thousand ($10, bee dollars 
in the event of no such homestead. 


Maryianp—Chapter 22, 1917 Laws: Section 1. Be it enacted by the 
General Assembly of Maryland, That all civil causes and proceedings, whether 
at law or in equity, which may be pending at the time this Act takes effect, or 
which may hereafter be instituted during the continuance of the present war, 
by or against any person in the National Guard or Naval Militia or in the 
Maryland State Guard while on active service, or in the military or naval serv- 
ice of the United States, shall be suspended and stayed, upon the anpleation 
of such person, or his representative or attorney, provided, ete. 


MaAssacHusEeTts—Chapter 342, 1917 Laws: Section 18. When judgement 
shall have been rendered upon the default of any defendant absent from the 
commonwealth in the military or naval service of the United States as afore- 
said, such defendant may, within six months after his discharge from that 
service, or after the termination of the war, whichever shall first occur, as of 
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right and without any petition therefor, take a writ of review out of the court 
in which the judgment was rendered, in manner and form as provided by law. 


See. 19. Whenever in any suit it shall be made to appear to the court 
that any defendant is absent from the commonwealth in the military or naval 
service of the United States, as aforesaid, the court may in its discretion, order 
the suit to be continued as to such defendant without cost to either party; and 
if in such suit any person be summoned as trustee of such defendant, so absent 
as aforesaid, or a person summoned in any suit as trustee be so absent as 
aforesaid, the court may also in its discretion suspend the proceedings against 
such alleged trustee without costs to either party; provided, that no such con- 
tinuance shall be allowed beyond the period of six months after the discharge 
of such principal defendant or alleged trustee from the service of the United 
States, or after the termination of the war, whichever shall first occur. 


Micuigan—Section 53, Act 84, Public Acts of 1909: All officers and en- 
listed men who may be in the actual service of this State or of the United 
States, in all cases, except for treason, felony or breach of the peace, shall be 
privileged from arrest and imprisonment during the time of such actual service, 
and for a period of six months after such service shall cease, and their separate 
property shall during the same period be exempt from all process by way of 
execution, levy, seizement or attachment for debts contracted prior to or during 
such service. Provided, however, That the time during which any such person 
shall be in such actual service shall not be computed in the limitation for the 
bringing of any action or the proceeding provided by the general laws of this 
State. 

OrEGON—Chapter 275, Laws of 1917: Relating to and limiting suits to 
foreclose mortgages, and levy of execution upon judgments, upon and against 
lands of soldiers and sailors in the actual service of the United States during 
war. Section 1. No suit or action shall be commenced or maintained, during 
the period hereinafter provided for, to foreclose any mortgage upon real prop- 
erty, or to collect the debt secured thereby, if the land covered by the mortgage 
be owned, wholly or in part, by an enlisted man in the Army or Navy of the 
United States, who shall have enlisted therein in the volunteer forces or who 
shall have been enlisted in the National Guard of the United States and of the 
State of Oregon and his organization called into the service of the United 
States; and the lands of any such soldier or sailor shall be exempt from judicial 
sale for the satisfaction of any judgment during the period hereinafter provided 
for; provided, that this moratorium shall extend only during the period of 
actual service in the army or navy forees of the United States, and in no case 
shall begin prior to the day on which the Congress of the United States shall 
declare war, or continue after sixty days subsequent to the conclusion of such 
war; provided, that all statutes of limitation in effect in the State of Oregon 
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shall be suspended during the period above described, as to the mortgages, debts 
and judgments in this Act described. 


PENNSYLVANIA—Act 71, Section 50: Exemption from Civil Process. No 
civil process shall issue or be enforced against any officer or enlisted man of 
the Pennsylvania National Guard in the active service of the Commonwealth 
or of the United States, during so much of the term as he shall be engaged in 
active service under orders, nor until thirty days after he shall have been re- 
lieved therefrom: Provided, That the operation of all statutes of limitations, 
and presumptions arising from lapse of time, shall be suspended upon all claims 
against such officer or enlisted man during such term. 


Wisconsin—Chapter 409, Laws of 1917: Section 1. All persons, resi- 
dents of this state, now in the military service of the United States or of this 
state, and all those who may hereafter enlist, be appointed, or drafted into the 
military service of ‘this state or of the United States, for the purpose of the 
present war, shall, during such service, be exempt from all civil process, and in 
all civil cases now pending against any person in such service, the proceeding 
shall be continued and stayed until the discharge of such person from such 
service, but such exemption or stay shall, in no case, extend or be extended for 
more than three years from the time of a mustering of such person into the 
service, as hereinafter mentioned. 
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of the 
FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 
Issued from the office of the Secretary, 
E. D. Chassell, 112 West Adams Street, Chicago, IIl. 


WAR, INTEREST RATES AND CURRENCY 


That many factors bear on the rates of interest fixed by the financial mar- 
kets of the world is conceded. It is generally agreed that the quantity of cur- 
rency has a direct bearing on the value of commodities as measured by money. 
On the other hand it is observed that interest rates, the rental value of money 
itself, rise or fall, as the demand for money is brisk or dull, and that the amount 
of currency in circulation does not govern the rate. 

Four dollars and ninety-nine cents was the amount of money in ecireula- 
tion in the United States for each person in the year 1800, with a population 
of a little over five million. In the year 1917 the population had increased 
to over one hundred four million and the amount of money in circulation for 
each person was forty-five dollars and seventy-four cents, according to the 
last report of the comptroller of the currency. 


Statistics are not available as to interest rates during the early part of 
this period. A study of interest rates as compared with the per capita cireu- 
lation during the past seventy years shows conclusively that the demand for 
money affects the prevailing rate of interest more than the amount of money 
in circulation. The effects of wars, which cause an abnormal demand for 
money, are particularly noticeable. 


In 1862, with a per capita circulation of $10.23 in the United States, the 
prevailing interest rate on prime two name commercial paper in New York 
City was 5.4 per cent. In 1865, with a per capita circulation increased to 
$20.58, the exigencies of the war had pushed the interest rate up to 8.2 per 
eent. In 1866, with the circulation only slightly reduced, the interest rate 
dropped to 6.3 per cent, while in 1869, with the circulation reduced to $17.63 
per capita, the interest rate raised to 9.1. In 1878, with the per capita circu- 
lation the lowest that it has ever been since the Civil War, $15.32, the interest 
rate went down to 4.8 per cent. In the year 1890, aithough the per capita 
circulation had increased to $22.80, the interest rate stood at 6 per cent. In 
1898, with a cireulation of $25.19, the interest rate was 3.8, while in 1900, 
with the circulation increased to $26.93, the interest rate had gone up to 4.4 
and the interest rate went steadily up to the high point of 5.5 in 1903, though 
the circulation had also inereased to $29.42. This was during the period of 
the Spanish-American War in 1898 and the Boer War in 1899-1902. The 
Russian-Japanese War in 1904-1905 was attended by increased interest rates 
in New York from 4.4 per cent in 1904 to 5.7 per cent in 1906. 


The Crimean War in 1854-1856 had a more marked effect on European 
discounts than on interest rates in the United States, and the same may be 
said of the Franco-Prussian War in 1870-1871. 

The present European War materially increased the rates of discount and 
interest in European countries at the opening of hostilities, but in the United 
States the interest rates have not been widely affected until within the past 
year. The comptroller of the currency in his last annual report says of New 
York interest; ‘‘Rates for time loans running from sixty days to six months 
moved upward steadily throughout the year, ranging from 214 per cent in 
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January to 6 per cent in September and October. Choice commercial paper 
opened at 344 to 4 per cent in November, 1916, and reached 5 to 5144 in 
September and October, 1917.”’ | 

A study of statistics shows that in periods of great commercial activity 
interest rates run higher as a rule and that during dull times, with less 
demand for funds, the rates prevailing are lower and that the feverish 
demand for money during wars is invariably attended by higher rates. Com- 
mercial paper is the most sensitive to these influences, and its market is 
marked with more frequent fluctuations. Long time land mortgage loans are 
more stable and the last to feel the effects of the money market changes. The 
past five months have shown the war effect on mortgage rates. The Federal 
Farm Loan Board, which started to make loans at 5 per cent, found it expedi- 
ent to increase its rates to 544 in December before it had paid out forty 
million dollars. Leading insurance companies made loans at 5 per cent in 
September and October and increased their rates by one-half of one per cent 
in November. Early in February some of the New York banks found it 
expedient to raise the rates on balances one-half of one per cent under. pres- 
sure of competition for funds. 

In the past it has been noticeable that interest rates dropped to lower 
levels within a year or so following wars. Reconstruction activities following 
this war will naturally have an effect on interest rates. As no one ean tell 
when the war will end, no prediction can be made as to what those activities 
will be, nor the length of time that will elapse before interest rates decline. 
It is interesting to compare interest rates at stated dates with the prevailing 
rates at dates twenty or twenty-five years later. In some cases the subsequent 
rate is lower and it is frequently higher, showing that there is no stable rule 
to be deduced on which an important transaction can be based. 


In 1862 the prevailing New York rate was 5.4 per cent. In 1872, ten years 
Jater, it was 8 per cent. In 1882 it was 5.7 per cent. The prevailing rate in 
1878 was 4.8 per cent; ten years later, in 1888, the rate was 4.9 per cent. At 
the end of fifteen years, in 1893, the panic year, the rate was 7.1. At the end 
of twenty-five years, in 1903, the rate was 5.5 per cent. At the end of forty 
years, in 1918, the prevailing rate in New York is approximately one per cent 
higher than in 1878. 


Many other dates may be selected in which the same comparative increases 
are shown. It is also true that there are dates from which computations may 
be made showing lower rates at the later times than at the first of the periods. 


These facts are important because they show that it would be unsafe for 
a banking corporation to borrow money for any given period and loan the 
funds for a longer period, securing their short time bonds by putting up long 
time mortgage securities. If at the maturity period of the bonds the interest 
rates were higher than those fixed in the bonds, the bondholders would require 
payment and the bonds would necessarily be refunded at a higher rate and 
at a corresponding loss to the corporation which had loaned its money for a 
long period on calculations based on the low bond rate. The borrowers would 
not pay off their mortgages before maturity, because having the use of money 
at a rate below the prevailing market for interest they would defer payments 
to the final due date to secure the limit of the profit resulting from their good 
bargain. 

When money is borrowed for a twenty year period and loaned for a 
twenty year period, the mortgages coming due at the end of twenty years will 
pay off the bonds coming due at the same date and there can then be no loss 
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to the banking corporation, even if interest rates are higher at the maturity 
date. If the money were loaned subject to optional payment on the part of 
the borrower after a period of years and the bonds were also subject to call 
after a period of years, with depreciated interest rates, some of the borrowers 
might exercise their option and pay prior to maturity, but the banking cor- 
poration could call bonds to cover the payments and thus protect itself from 
loss. 

With a higher interest market prevailing, the banking corporation, with 
its low interest bearing liabilities due and its low interest bearing assets lack- 
ing ten or twenty years of maturity, would be absolutely helpless to protect 
itself against loss. 

Federal Farm Loan Bonds are issued for a twenty year term, and the 
mortgages, which are the securities supporting them, mature in annual instal- 
ments, of which the last are due in thirty-six years. According to the new 
amortization tables published by the Farm Loan Board in January, $643.68 
of a thousand-dollar loan would be unpaid after the fortieth semi-annual 
instalment had been paid on a loan drawing 514 per cent interest. Under 
the usual normal payments, then, as contemplated by the contracts, $356.32 
of each thousand-dollar loan would be paid when the full thousand-dollar 
bond became due at the end of twenty years. If this plan is continued indefi- 
nitely of having the bonds come due when only a trifle over one-third of the 
loans on which they are based are due, it may lead to difficulties.. It is hardly 
safe to depend on nearly two-thirds of the borrowers: paying off their mort- 
gages sixteen years before they are due. 

The capital, stockholders’ liability and other resources of the Federal 
Land Banks may be sufficient to protect the $60,000,000 of bonds already 
issued, provided the banks do not sustain losses from poor loans and overhead 
expenses. It will be a safer plan in the future either to increase the term of 
the bonds or reduce the term of the loans before the bond issues reach many 
hundred million dollars. | 


c 


OUR MEMBERSHIP LIST GROWS 


Forty-two new members were duly enrolled between September 1, 1917, 
and Mareh 15, 1918, and the applications of four others were under considera- 
tion at the last date. 

Chairman F.. R. Crane and his associates have been specially efficient in 
the work of finding prospects and securing their applications. } 

Individual members are entitled to much credit for swelling the list. 
Mr. R. C. Peters of Omaha leads the honor roll, with thirteen applications to 
his eredit. Mr. W. M. Leonard of Lincoln, Nebraska, is a close second, with 
seven new members recommended. Both of these gentlemen will be heard 
from further before the year closes. 

Others who have secured one or more applications are O. M. Corwin, J. B. 
Walton, J. W. Wheeler, C. E. Reed, W. T. Day, R. R. Rogers, F. W. Thomp- 
son, L. E. Wakefield, Joseph Delano Hitch, J. B. Walton, J. W. Wheeler, 
D. H. McKee. : 

The terms granted by the board of governors for this special membership 
drive are particularly attractive. The membership fee of $50 is waived and 
until July 1st, when these terms end, the dues for the balance of the fiscal 
year to August 31st, 1918, will be only $25. This special offer enables the 


Page Siz , Be MB Ax OF A. BULLETIN 


new members to save $75 on admission fee and dues for the balance of this 
year. 


It will be the aim of the association at all times to furnish service’to its 
membership that will make it profitable for them to remain with the organiza- 
tion and work for the advantage of all. The larger the membership, the 
greater will be the benefits to all. 


The personal appeals of active members are more likely to secure appli- 
cations than the best letters ever written. Before the campaign closes, every 
active member ought to be on the honor roll with at least one star in our. 
membership flag to his eredit. This is the time to get busy. The votes will. 
soon be in on those under consideration, but the following named are those 
whose appheations have been favorably approved since September Ist, 1917: 


Sheldon, Browse. 0Acjea ek, se hace ees hart a a eae ee Minneapolis, Minn. 
Rolston & Rolston ss. 25 age sos 6 eee eae Wik ee oh ine ee Queen City, Mo. 
Bankers: Parm (Mortgage, CO aac os Bk ae OU we ee ee St. Paul, Minn. 
German; American State -Bank, 2.40.0 von oo es ee eee Balfour, N. D. 
Conservative Tnvestment Go . 6: cee COR cae ee Crete, Nebr. 
Forgan ‘Investment. C6 5. 2234 Sink wn codes 8 ee ee Omaha, Nebr. 
Kloke Investment?» o2i0 oo cc tree i as weal ge Sen ee Omaha, Nebr. 
Pirst.<LTrust.: Co. sof Lincoln. .s-cges. atid oy a ss eee ee ee Lincoln, Nebr. . 
Payne Investment “Ode fos oct ces oe eee Omaha, Nebr. 
WY . BF cMaBOR T's Pa AA, ea ea ee a Loup City, Nebr. 
Wisconsin. Mortgage: & Security.«Coviwn. o36.6 2. ee Se ee Milwaukee, Wis. 
JG. Wadsworth. SiC. 0 sa & oxcn osha ae teenie ga ee Council Bluffs, lowa 
LT, Sibbernsen vo) 7e 2 Pose. 2 isp RONG ee Hie ec noe Recon eee Omaha, Nebr. 
B"Gi Drake & ‘CO cipcdee re ce oe ds Meares oe an Shake ee Beatrice, Nebr. 
Central’ Trust: Co. of. Des Moinest®, 24 5 oe eo oe eee Des Moines, lowa 
Hollister; BrotHnerss 2 Sik Pee Ris ee ye ates Bc a Saree ee nae Sioux Falls, S. D. 
The Durland Trust: Coss. c.ccscc ce Bet Aw woh ee sR bs hE 2 epee 
Geo. Ms Van Bverajce: Carats ntti airs Oo cea Seen rons ag ie emma Des Moines, lowa 
qVES OR Waters Ge SOs fer sky! bn n't cae ear eere ce cacap nantes? ao ee Minneapolis, Minn. 
Murphey; “Pavre & 200 en) 2i0 ss sek Ae Be anne eho 2 eee ee Spokane, Wasu. 
Jesse I. Stevenson Comrie fl ape eee ee ee eee Des Moines, lowa 
Irrigated ;Parms Mortgage Ooi... Sadie ai saieuwe ie oe, seen ee Denver, Colo. 
Northern investors: Coe cat... sre Gin sees amit tc), eee pie cage Minneapolis, Minn. 
McBride @Pownsend seu. nace ed ene Dk eae a ete ents See ee Fergus Falls, Minn. 
Ce Meda Bisa 5 eee ee cal ee ea ae RES oa EE ee eee Toledo, Ohio 
Van Kleeck-Bacon-Investment: C674.) 02 Boia wade ee ees TNS Ge Denver, Colo. 
The..MortgagePrust. Ooi. ess peewee ob en ac in ee ee eee El Paso, Texas 
Union *drivestment. "Colic es ee ee eee Minneapolis, Minn. 
Merchants. Trust. & Savings Ganki i. oie ec set eee eee St. Paul, Minn. 
BPirst National Banks 2402S ere ore Fe ea ee ee ae ee Parker, 8. D. 
Agricultural Gredit: Corp. of Oregon... i425 ou) ae eee ee eee Portland, Ore. 
Bankers Trusts ©6.2 Fie chee ee eae ee as ie En eee Des Moines, Iowa 
pecurity. Prust Coy ima sao ia ee ane ora ee eee ene Galveston, Texas 
Farmers, & :Citizens ‘Savings Bank. os ia: on 6... poate see garne ene De Witt, Iowa 
Old. Dominion rust Cos io hee ess eae ees ee eee eR Richmond, Va. 
Devereaux Morteage Col 4 sore oo cS oc ech nap cee io one eet See Portland, Ore. 
Hy Bo Smith: & Gor 7 8405 ae ee ca ns te we an ee tees ee Billings, Mont. 
Hirst. National- Banko) sifsice ee as et eee eee Laurel, Nebr. 
Sedalia TLrast: Cosi ee dla Re CLR ee rotate a ee ee Sedalia, Mo. 
Richards;: keene: & Co votes so aw eats ee eos see Ain os ee Fremont, Nebr. 
Maviard &"Butterlieldn cr 0 sce cae vc dics beac? tr ape Sarak cr pe ae oan Norfolk, Nebr. 
First. Joint ‘Stock Land Banks of ‘Chicagous. ue = oe cagk en a eee Chicago, Ill. 


Mark the first week in October on your calendar for the annual conven- 
tion at Kansas City. Invite a good mortgage man or banker to go with you. 
Kansas City will treat her guests royally. You will miss a good program if 
you stay away. 
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NATIONAL CONVENTION AT KANSAS CITY 


October 1, 2, 3, Tuesday, Wednesday and Thursday, at Kansas City, will 
be the time and place of the next national convention of the Farm Mortgage 
Bankers’ Association of America. Headquarters will be at Hotel Meulebach. 


This will be the fifth annual convention, and it is to be the largest and 
most profitable meeting ever held by this association. Kansas City is the 
metropolis of a great central empire. The location is central, the enlarged 
membership and the increasing national interest in the mortgage business 
will be important aids to a good attendance. 


Chairman W. lL. Maxwell of the Maxwell Investment Co., Kansas City, 
has appointed exceptionally strong committees, which include leading mort- 
gage bankers of both Kansas and Missouri in addition to those living in 
Kansas City. 


The program committee is at work securing the best talent in America 
for leading features, which will be supplemented by general discussions. 
Many new subjects will be taken up. Every member of all committees can 
be depended on to do his best to aid Chairman Maxwell make this meeting 
a record-breaker for the association and to show to the visitors that Kansas 
City is a leader as a convention city. 


It is expected that each member of the association will secure the attend- 
ance of at least one guest who is a representative of a company eligible to 
membership. It is suggested that parties arrange to meet at convenient prin- 
cipal cities and go together to the convention. Railway discussions in a 
special car are often as valuable as convention meetings in reaching satisfac- 
tory conclusions on practical problems. Besides, the greater pleasure and 
sociability of the party plan of traveling, the information in conversational 
discussions shows a good eredit for the time spent on the road both going 
and coming. Now is the time to invite friends to go to Kansas City. 


Of course, it is understood that ladies are expected to attend. No con- 
vention trip would be complete without them. 


Special cars could be run from Chicago, Minneapolis, St. Paul, Atlanta, 
New Orleans, Omaha, Memphis, Denver, Spokane, Indianapolis, Des Moines, 
Oklahoma City, St. Louis and Dallas. 


Members of the association and prospective members with their wives 
and guests would make wideawake social parties for the trip. Banners on 
the cars could be made to impress the public with the importance of a busi- 
ness in which four billion dollars is invested. The public could also be thus 
forcibly informed that if food is to win the war the farmer must be provided 
with working capital. The ingenuity and activity of local members in all 
of these cities can be depended on to make these parties a success. 


Kansas City is arranging to show everybody its special attractions. 


Following are the committees named by Mr. Maxwell. There is not a 
slacker among them, and their work will prove their ability in October. 

FINANCE: 

Lester W. Hall, Chairman, Fidelity Trust Company, Kansas City, Mo. 

Townley Culbertson, Commerce Trust Company, Kansas City, Mo. 

Walter Davis, Waddell Investment Co., Kansas City, Mo. 

E. W. Moore, Pioneer Trust Company, Kansas City, Mo. 

W. 8S. Webb, Missouri Savings Association Bank, Kansas City, Mo. 
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ENTERTAINMENT: 
Forrest C. Cochran, Chairman, Liberty Trust Company, Kansas City, Mo. 
T. C. Alexander, New England Securities Company, Kansas City, Mo. 
Dana L. Davis, Davis-Welleome Mortgage Company, Topeka, Kans. 
R. O. Deming, Jr., Deming Investment Co., Oswego, Kans. 
L. L. Humphrey, Humphrey Investment Co., Independence, Kans. 
J. B. Walton, Walton Trust Company, Butler, Mo. 
Frank 8S. Groves, Groves Bros. Real Estate & Mortgage Co., Kansas City, Mo. 
PROGRAM: 
C. H. Kirschner, Chairman, Inland Security Co., Kansas City, Mo. 
S. H. Warren, Warren Mortgage Co., Emporia, Kans. maf 
W. Ed. Jameson, Fulton, Mo. 
E. L. Fontron, Fontron Loan & Trust Co., Hutchinson, Kans. 
John W. Coleman, Denton-Coleman Loan & Title Co., Butler, Mo. 
J. E. Maxwell, Maxwell Investment Co., Kansas City, Mo. 
HOTEL: 
Randolph P. Rogers, Chairman, Liberty Trust Company, Kansas City, Mo. 
U. 8. G. Peabody, Nelson Loan Co., Kansas City, Mo. 
Ben R. Hall, New England Securities Co., Kansas City, Mo. 


WHAT.IS THE MATTER WITH... ao 


Kansas boosters themselves admit it. They have admitted it so often and so 
loudly, in season and out of season, that they have convinced the whole world 
of the fact. The Kansas bunch are so aggressive and so full of pep and pre- 
paredness and progress that they command attention everywhere. 

Many other states might do as well, if the people had the same push and 
power and punch in putting things over. 

The coming national convention of the Farm Mortgage Bankers Associa- 
tion of America at Kansas City will be a great opportunity for every state 
represented by mortgage bankers to put itself on the map in resplendent 
colors. 

The National convention will be attended by representatives of the loan 
departments of the great insurance companies, by investors from the Atlantic 
states and by many borrowers from the South and West who with bankers and 
local loan agents will be the ,guests of the Farm Mortgage Bankers’ 
Association. 

In ancient times the marketing of Asia and of Europe was done at the 
great annual fairs. Here the caravans brought merchandise from distant. 
lands to be sold to purchasers who had taken long journeys to the temporary 
market place. 

The national convention of the Farm Mortgage Bankers ought to bear 
the same relation to the loan market that the fairs of the middle ages did to 
the market for rugs and spices and silks and jewelry and leather and other 
merchandise of those days. 

The farm mortgage bankers are experts on land values. They under- 
stand their business. They know where the honey is produced in the agricul- 
tural world. They have located in the most desirable places, by states and 
by local districts. They have proved these facts by their success and contin- 
uance in business. They are reliable or they would not be able to hold their 
customers. 

The states represented by the farm mortgage bankers are the best 
in the country. The trip to the national convention by special car will 
present advertising opportunities for each state that have never been pre- 
viously equalled. The special cars from each leading point can be made 
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to mark trails of meteoric brilliancy not excelled by presidential campaign 
tours with speeches from the rear platform of the trains. 


Already the enterprising railway passenger agents are in the field looking 
after the business and they want to co-operate in making these convention 
tours a gratifying success. There is nothing the matter of the twenty-one 
states that produce more than seventy-five per cent of the food products of 
the United States. It is up to the farm mortgage bankers to educate the 
public to that fact. Booklets, circulars, banners, speeches and many other 
devices will be prepared by the advertising departments to set forth the 
attractions of each locality. 

It will not be necessary for each special ear to carry an expensive band. 
A good bugler or a snare drummer or a cornetist or a few skyrockets in the 
evening or a singing quartet in two minutes will draw as good a crowd 
as a band that costs two hundred dollars a day. The railroad company will 
pass the word along in advance and will hold the train two or three minutes 
extra at each principal point along the line. A rapid fire talker in a three 
minute speech from the rear‘of the train can tell any crowd more than it can 
remember and make them read the literature distributed. Real estate men 
will be glad of a chance to help make the scheme a success. 

After the next national convention October 1, 2, 3 at Kansas City every- 
body everywhere ought to know that there is nothing the matter of any state 
in which a member of the Farm Mortgage Bankers Association is located. 


FEDERAL FARM LOAN OPERATIONS 


The Federal Farm Loan Act is one of the laws of our Nation. It was 
~ developed because of the general belief that the farmer needed aid. It is an 
attempt to plant in our quick and warm American soil ideas that were gath- 
ered in the older, colder and slower fields of Europe. 

Whether the law is perfect in principle or in detail can only be estab- 
lished in the minds of disinterested American citizens by giving it a fair trial. 
Theoretical criticism at this time unsupported by actual experience is likely 
to excite friendship for the measure, because of the natural American spirit 
in favor of giving everyone a fair chance. 

The Federal Farm Loan Commissioner and his Associates on the Federal 
Farm Loan Board are appointive officials composing an administrative body 
of which the Secretary of the Treasury is ex-officio the chairman and domi- 
nating force, representing the national administration. The Board is respon- 
sible for the administration of the affairs of the Farm Loan Bureau, but it 
has no control over its policies except by way of suggestion. 

An attack on the policies of the Board might result in changing the 
personnel of that body, but that would not benefit anyone and it would give 
their successors an increased length of time for experimenting with the system. 

The present national administration is committed to this law and the 
policies of this Board. The President, the Secretary of the Treasury and the 
Comptroller of the Currency have endorsed the measure in official communi- 
cations. 

The administration has the power and it will maintain the standing of th 
Farm Loan System at whatever cost that may be required until after the next 
election at least. Any failures will be attributed to war conditions, or laid 
at the door of those who attack it. 
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During the first year or two of its existence the Federal Farm Loan 
Act will be on trial for its life. On the record made during that time Congress 
will determine whether the law shall be repealed or amended, or continue in 
its present form. 


If the Federal Land Banks shall have then acquired large tracts of land 
at high prices through the means of inflated loans without conferring suffi- 
cient public benefit to warrant the expense, radical changes will doubtless be 
made. If on the contrary the general benefits of the operation of the Act shall 
have become as well established as those of the rural delivery system or of the 
parcel post system, the permanency of the law will have been quite thoroughly 
established. 


Every citizen of the United States is interested in the general development 
of the country and in the prosperity of all citizens. The farm mortgage 
banker is second to none in patriotism or progressive public spirit. He is 
willing to meet fair competition and to contribute his full share to the public 
welfare, but he has too much thorough practical business sense to be led astray 
by any sentimental theories of romancers in the field of finance. He will not 
be blinded to the blunders of any system. It is to be expected that all oper- 
ations under the Farm Loan Act will be carefully scrutinized. Criticisms that 
may be made should be supported by the facts and figures of carefully col- 
lected data. | 


When the next Congress meets the Federal Farm Loan system is likely 
to be either out of the woods or deep in the mire. Every fact regarding its 
history to that date will be relevant to the discussion. In the meantime, there 
is little to be gained by caustic criticism, but a fair statement of facts ought 
to be always in order. 


Among the numerous publications that come to the editorial table of the 
Bulletin none are read with more interest and confidence than the monthly 
bulletin issued by the National City Bank of New York City and edited by 
Hon. George E. Roberts, former director of the mint. Mr. Roberts has been 
recognized for many years as among the foremost writers of America on 
economic and financial topics. 


Many trade organizations have associate members as well as regular 
members. The associate members are those who have similar interests to the 
regular members but whose business is not such as will permit them to become 
regular voting members. It has been suggested that many banks and loan 
agents who could not exactly meet all of the requirements for membership 
in the Farm Mortgage Bankers’ Association of America might become allied 
with the Association as. associate members. They could attend the conven- 
tions, receive the publications of the origanization and would naturally co-oper- 
ate with the Association in all matters of mutual benefit. This is a good 
proposition to consider and to discuss at the next national ona. at 
Kansas City, October 1, 2 and 3. 
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PERSONAL CREDIT BILL 


‘‘A Bill to provide short term credit for the farmers of the United States 
and for other purposes’’ is the title of House File 8827. It will be known 
as ‘‘The National Farm Credit Act.’’ 

The bill is intended to provide personal credit for the landless farmer so 
that he can borrow sums of money of from ten dollars to one thousand for 
one year, or a shorter time, at a rate not exceeding 6 per cent. 

Twelve national farm credit banks are provided for, with a capitaliza- 
tion of $1,000,000 each. If the stock is not taken by private subscription 
within thirty days after the opening of subscription books it shall be the 
duty of the Secretary of the Treasury to take the balance of the stock. It 
is also provided that the Secretary of the Treasury may annually loan $12,000,- 
000 to the twelve banks, thus giving them available operating resources to 
the amount of $24,000,000. 

The bill provides that every national farm credit bank may receive 
deposits, pay interest thereon, borrow money, loan its funds to Federal farm 
eredit societies, issue and sell debentures as provided in the act, endorse notes 
received from Federal farm credit societies to any individual, bank, or cor- 
poration, including any Federal Reserve Bank, for the purpose of having said 
notes discounted or rediscounted. 

The bill closely follows the Federal Farm Loan Law, providing that these 
eredit banks may be depositories of public money and that they may issue 
farm credit debentures similar to farm loan bonds. 

The National Farm Credit Banks are to be under the supervision of the 
Federal Farm Loan Board. They are to be located in the same district as 
the Federal Land Banks and they are to occupy the same buildings and to 
be operated by the same officers and employees so far as possible. As local 
adjuncts of these National Farm Credit Banks, the bill provides for the 
organization of Federal farm credit societies, each with a subseribed capital 
of not less than $2,500. ‘ 

Money may be loaned only to persons engaged in productive agriculture. 
All property, except real estate held by National Farm Credit Banks and by 
Federal farm credit societies, shall be exempt from taxation—national, state 
and municipal. Notes and other legal obligations running to these banks and 
societies and also their debentures shall be deemed instrumentalities of the 
Government and exempt from taxation. 

The bill has many features to render it popular. It will appeal to more 
people than the act after which it was modeled, as there are more people 
eligible to borrow ten dollars under the farm credit act than there are those 
owning land which can be mortgaged under the Federal Farm Loan Law. 
Another quality of the new bill which will appeal to the public is that it can 
be easily amended so as to benefit the credit of every living person in the 
United States. The bill under consideration stipulates that loans shall be 
made only to farmers who are described as shareholders engaged in produc- 
tive agriculture, but there is no stipulation as to age, sex, or citizenship. As 
land is not the basis of security, arguments might be advanced for extending 
this system of credits to coal miners, railroad men, carpenters, plasterers and 
the followers of all other industrial pursuits and honorable trades, callings 
or professions. : 

Exemption from taxation and other special privileges to be granted by 
the Government will enable these new personal eredit banks to do business 
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at a lower cost than banks which furnish their own capital and pay taxes. 
This will permit them to do business at rates popular with borrowers. 

There is very little probability that the bill will become a law at this ~ 
session of Congress. The war problems take most of the attention of legisla- 
tors, and the Federal Farm Loan Board has enough business looking after the 
land loans this year without also taking on personal credits. That the bill 
is attracting much attention is shown'‘by the fact that while it was not intro- 
duced until January 17th, two editions had been exhausted and the third had 
been ordered printed before February 9th. 

A few years ago such a measure would have been considered thoroliene 
impractical. Its consideration now is an indication of the changing times. 

Several other bills of a similar import have been introduced since this 
one was first published. This shows that there is a well defined demand for 
this kind of legislation with which the congressmen are complying. 

The Farmers’ Open Forum, which is the organ of numerous affiliated 
organizations of rural interests, editorially very forcibly endorses the princi- 
ple of the measure and further says that the profits of such institutions should 
vo to the borrowers and not to private capital. 

According to a New Orleans paper, the real estate boards of New Orleans, 
and also of Jacksonville, Florida, have adopted resolutions endorsing the plan 
of extending all of the privileges of the Federal Farm Loan Act to city bor- 
rowers. The paper states that the wage-earning class was particularly in the 
minds of the directors of the New Orleans board. in adopting the resolutions. 

When the three classes of banks are created and in working order loan- 
ing money to land owning farmers, to farmers on personal credit and to city 
borrowers on real estate, it will only require slight amendments to enable 
banks thus supervised by the Government to take over all branches of the 
banking and money loaning business. 

If the time ever comes that the taxpayers furnish the capital for the 
Government to do the banking business of the country, it is to be hoped that 
the banks can be kept out of politics and that careful and impartial men may 
eontrol and manage them. 


PROGRESS IN STATE LEGISLATION 


In the state of Missouri at the last session of the legislature which was 
held in 1917 ten important laws were passed which will be of great impor- 
tance to land owners and to mortgagees. These measures have nearly all 
been under consideration for many years, and their importance was generally 
admitted, but lack of organized effort had resulted in failure to enact the neces- 
sary legislative remedies for the faults. 

Two years ago President Thompson appointed Mr. W. M. Fitch of the 
Mississippi Valley Trust Company of St. Louis as chairman of the state legis- 
lative committee. With twenty-seven other strong men on the committee 
residing in Missouri, Kansas, Nebraska, Iowa and Tennessee an organized 
effort was made to present the merits of the measures advocated, with the 
excellent results mentioned. 

The lesson learned in Missouri can Be used to advantage in every state 
in the Union where defective laws need amending. 

Members of the legislatures desire to work for the Hench ‘of their con- 
stituents, and if the benefits of new laws are persistently presented they can 
be enacted. 


’ 
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In nearly every state there are awkward or unjust laws that ought to 
be changed. Now is the time to prepare amendments in order to have them, 
fully understood and ready for introduction when the legislatures meet next 
winter. 


Suggestive amendments might be discussed at the national convention 
in Kansas City in October. Sometimes experience proves the unsoundness of 
theoretically good laws. The best place to talk over amendments is at the 
annual convention, when the benefit of the experience of all members can 
be obtained. 


The good laws passed at one session of the legislature is a record for 
Chairman Fitch and his committee. 


FEBRUARY BUSINESS OF FARM LOAN SYSTEM 


During the month of February, according to report from Washington, 
$13,878,811 were loaned to farmers of the United States by the Federal land 
banks on long time first mortgages, according to the monthly statement of 
the Farm Loan Board. This is $2,091,294 more than were paid in January. 
The Federal land bank of Omaha leads in amount of loans closed, the figures 
for that bank being $3,067,850. The other banks closed loans as follows: 
St. Paul $2,178,800; Spokane $1,804,850; Houston $1,405,026; Wichita 
$978,800; Berkeley $910,100; Louisville $851,100; New Orleans $814,690; St. 
Louis $791,715; Columbia $446,390; Springfield $316,440, and Baltimore 
$313,050. 


On March 1st the total amount of mortgage loans placed since the estab- 
lishment of the Federal land banks is $64,532,343, covering 28,495 loans 
closed, as against $50,782,432 on February lst covering 24,020 loans which 
means that during February 4,475 farmers received $13,729,911 or an average 
of about $3,000 each. 


The grand total of loans closed is distributed by Federal land bank 
districts as follows: 


Pere ATIC. ee bl I $11,939,200 New Orleans rok) os. $3,839,945 
pec. Joao ane ie a 10,734,925 Pioaisville ieee atc es est. 3,779,000 
Wee riaitmemts ees [oS Faye es 9,505,800 Pitt LION ote es 3,088,195 
HUSTO) Ob; Ro ease ae ae ee ren 6,278,040 BAISLORE? At) ear eer Ee 2,427,250 
BSGUGLEY enclose Asse. 4,564,000 Spninenel dneeee. eee, 1,931,105 
PRONIR LQ ise s art or 28:3: 4,529,438 Golimmiia! seek 3 ai oe 1,915,445 


APRIL BULLETIN 


This April issue of the Farm Mortgage Bankers’ Quarterly Bulletin is 
larger than usual. It was not practicable to issue the Bulletin last October 
or January, and therefore additional pages are required now. It is expected 
has the publication will be issued in July and October with the usual number 
of pages. 
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FEDERAL FARM LOAN BONDS 


Federal Farm Loan Bonds are now legal investments for public and private 
funds in twenty-two states. These are Arkansas, California, Colorado, Dela- 
ware, Florida, Idaho, Maine, Minnesota, Mississippi, Nebraska, New Hamp- 
shire, New Jersey, Ohio, Oklahoma, Oregon, Pennsylvania, South Dakota, Ten- 
nessee, Texas, Utah, West Virginia, and Kansas. 


In the other twenty-six states special legislation will be required before 
they will be legal investments for all fiduciary and trust funds and for savings 
banks. 


This is not necessarily any reflection on the security of the bonds, as state 
statutes specify the character of investments which may be made for these 
purposes, and when the state laws on these subjects were enacted there 
were no Federal Farm Loan Bonds in existence to enumerate. 


A general report sent out from Washington by the Bankers’ Information 
Service states that the Federal Farm Loan Board intends shortly to inaugurate 
a campaign to induce state legislatures to revise their laws so as to make farm 
loan bonds legal investments for all funds—publie and private. 


Only six states have sessions of their legislatures in 1918. It will there- 
fore be 1919 before many legislatures will be able to consider the proposed 
amendments. 


When the laws were enacted in the states above enumerated no bonds had 
been issued by the Farm Loan Board and the laws were passed in a perfunc- 
tory way in most eases without much discussion in order that the states might 
be in line with the national law. In the state of New York the governor and 
the attorney general declined to recommend to the legislature that such an 
act be passed, and quite a spirited correspondence on the subject followed 
between Governor Whitman and Secretary McAdoo. 


When the legislatures meet next year the subject can be treated from a 
more intelligent standpoint and facts rather than theories or prejudices can 
be used as arguments regarding the enactment of the legislation. The Federal 
Farm Loan Board will then have several million dollars’ worth of bonds on 
the market and it will have approved $300,000,000 or $400,000,000 of farm 
loans. The character of the loans back of the bonds will then be fairly before 
the publie and legislatures will be able to find reliable statistics for reference 
instead of mere assertions by interested parties on either side. 


When the legislatures meet in 1919 there will be many thousands of inter- 
ested borrowers under the system in every state and they will also have quite 
a strong political influence favorable to the enactment of such laws. 


Newspaper advertisements and circulars advertising bonds issued under 
the Federal Farm Loan Act recently published have contained the statement 
that they ‘‘are legal investments for all fiduciary and trust funds.’’ The 
statement has provoked a good deal of criticism, discussion and dispute. Had 
the advertisement stated that they are good for such investments in twenty- 
two states and probably will be legal investments in the other twenty-six 
states after the next session of the several state legislatures, the ero for 
criticism would have been avoided. 


Help yourself and the Farm Mortgage Bankers’ Association by getting 
another application for membership signed by a good firm of farm mortgage 
dealers whom you can recommend. : 
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EDUCATIONAL COMMITTEE WORK 


Chairman Robins and his associates have done a great deal of work in 
collecting data from other organizations as to their methods of associational 
advertising and the results of their ventures. Two special meetings were held 
in Chicago. Following is a report of progress by the Publicity, now Eduea- 
tional, Committee, submitted by Chairman Robins: 

The Publicity Committee met at the call of the Chairman, at the Hotel 
La Salle, at 10 A. M., Thursday, February 21st, with Messrs. Boysen, Cochran, 
Hodapp, Rodenbach, and Robins present. 

The Secretary, Mr. E. D. Chassell, and Mr. F. W. Dyes were also 
present by invitation. 

After discussion the Committee unanimously decided that any educational 
campaign which might be conducted should be subject to the approval or 
tacit consent of the Capital Issues Committee or other designated authority in 
Washington, and the chair was asked to determine their attitude before pre- 
senting the plans for the campaign in detail to the membership. 

Provided the campaign proves not to be out of harmony with the ideas 
of the authorities, a complete presentation of the educational program, as 
approved by the Committee, will be mailed to every member with a pledge 
card attached. It may be said here that the Committee earnestly hopes that 
every member will give the program a complete reading and base his decision 
with regard to the support which he will give to the campaign on the most 
eareful consideration of it from all angles. 

In order to conform to the practice of associational advertising generally, 
for what seem to be obvious reasons, the Committee has changed its title to 
that of Educational Committee and has decided that the advertising should 
be conducted under the name of the Educational Bureau of the Farm Mort- 
gage Bankers’ Association of America. All of those who contribute to the 
campaign will be members of the Bureau, and as such will appear in the 
printed matter which will be sent in response to inquiries addressed to the 
Bureau. 

After the returns are in from the members of the Association, the details 
of the selection of media and the conduct of the campaign in general will be 
completed by sub-committees of the Educational Committee, with the co-onera- 
tion of the Secretary and Mr. McAdams, the Publicity Adviser. 

A. great deal of evidence was presented to the Committee to show the 
necessity for such a campaign as is proposed, but space forbids a rehearsal of 
this evidence at this time. Much of it will be covered in the program, which 
will go to the members in due course, if the campaign is finally launched. 

The Committee gave consideration to the present methods of publicity, 
which are practically the same as those previously described, particularly in 
the direction of giving information to editors who seek it. .A number of the 
members have recently prepared valuable articles which have appeared in 
various periodicals, and other papers are in process of preparation. 

The Committee would again urge on the membership the importance of 
individual work on the part of every member to gain the desired end of 
acquainting the public with undoubted facts concerning the rural financial 
problem of the United States. 

The Committee was much encouraged to have an expression of support 
in the pacporeg campaign from the Kansas Mortgage Bankers’ Association. 


KINGMAN N. ROBINS, 
Chairman, Educational Committee. 
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JOINT STOCK LAND BANKS 


Fairly satisfactory progress has been made in the campaign to amend the 
law regarding Joint Stock Loan Banks. 

As the result of negotiations that were commenced last October, when 
a committee of twelve members of the Farm Mortgage Bankers’ Association 
of America met with the Federal Farm Loan Board in Washington, a state- 
ment has been made by the board in regard to amending the law relative to 
joint stock land banks. 

It will be noted with satisfaction that while the Farm Loan Board does 
not feel called upon to take an active part in favoring all of the amendments 
suggested by the Farm Mortgage Bankers’ Association, it does not condemn 
nor criticise any of them. The decision follows: 

TREASURY DEPARTMENT 
WASHINGTON 
FEDERAL FARM LOAN BUREAU Feb. 8, 1918. 
Mr. E. D. Chassell, 
Farm Mortgage Bankers Association, 
Washington, D. C. 
Dear Sir:—The amendments to the Farm Loan Act which you propose, involve, 

as we have already suggested to you, several propositions which are debatable, and 

which, as a matter of fact, are likely to provoke discussion in congress, and develop 

a-divergence of view. It is our judgment that upon propositions of such a character 

it is our province, as an administrative bureau, to express no opinion in advance 

of a request from Congress, or a committee of Congress, for such opinion, except in 

so far as we may feel called upon to do so in our Annual Report to the Congress. 

Upon several of the more important propositions, which seemed sufficiently clear to 

justify an advance expression, we have already expressed ourselves in our recent 

Report. As to the others, we have already, in our full and frank discussion with 

you, said enough to make our present attitude reasonably clear to you. We are, 

Very Truly Yours, 
FEDERAL FARM LOAN BOARD, 
By Geo. W. Norris, 
N:H FARM LOAN COMMISSIONER. 


When the law was enacted it was not expected that the Federal Land 
Banks would be able to do all of the farm mortgage business of the country. 
It was expected that they would stabilize rates of interest by making a part 
of the loans, but that the major portion would continue to be handled by 
private investors. 

Section 16 of the Act provides for the organization of Joint Stock Land 
Banks that private capital may thus enter the field under Government super- 
vision to increase the financial resources of the farming busimess. 

Section 16 has not stood the test of practical criticism and experience. 
Only five Joint Stock Land Banks have been organized and only two of those 
have done any more than a negligible amount of business. 

~ The Farm Mortgage Bankers’ Association contends that in order to make 
it safe for private capital to organize Joint Stock Land Banks Section 16 
should be modified in the following particulars: 


To permit joint stock land banks to operate in all parts of the continental 
United States except Alaska. They are now each confined to two states—one adjoin- 
ing the state where located. 

M6 permit enlarging the bond issue from fifteen times the capital stock to twenty 
times the capital stock. 

‘PO permit increase of maximum interest rates from six per cent to six and one- 
half” per’ cent. 

To permit the making of short time loans and single payment loans or loans 
payable in specific amounts other than in accordance with the plan now followed of 
requiring regular amounts. 
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ko permit banks to sell loans without recourse when not to be used as security 
for bond issues. 
ermit banks to invest in certain municipal and government securities. 
se rmit banks to accept certain specified classes of investment deposits and 
to pay interest thereon. 


ge the name from joint stock land banks to national land banks. 
i ovide for greater safeguards for the care of securities held on deposit by 
regiStrars 
er for a more definite statement of the provisions of the law relating 
to ption f taxation, but not in any particular increasing the tax exemption. 
To/m definitely specify the interest rate permitted on mortgages when bonds 
are soldat a premium. 
To provide for a method of voluntary liquidation. — 
Under the law now, a joint stock land bank may make| ce and issue 
bonds to the amount of fifteen times its capital stock. On reaching that stage it is 
automatically debarred from further activity. It may thereafter make new loans to 
_ replace amount paid in to induce outstanding mortgages, or it may call in bonds and 
(WY) pay them to maintain the proper relation between its mortgage securities and its 
C “bond obligations. The provision for sale of securities without recourse is for the 
purpose of preventing the dormant condition which the law will now inevitably 
produce. 

At the meeting in October, and at a subsequent meeting held in Novem- 
ber, most of these points were discussed in a general way with the Federal 
Farm Loan Board, and in its First Annual Report, December, 1917, the Board 
made the following favorable comments, which are referred to in the deci- 
sion of February 8th, 1918: 


Many firms and corporations now engaged in the farm-mortgage business have 
necessarily given serious: consideration to the advisability of incorporating as joint- 
stock land banks, and have made a careful study of those provisions ef the act by 
which they would be affected. They have submitted to us certain amendments, which 
have been formulated by a special committee of the Farm Mortgage Bankers’ Asso- 
ciation of America. They propose to submit these amendments for the consideration 
of the Congress and suggest that those concurred in by this board be included in its 
report to the Congress. Considering these amendments in the light of the views 
above expressed as to the place of joint-stock land banks in the general system 
established, we can see no objection to three of them. 

The first of these amendments would repeal the existing limitation of the business 
of a joint-stock land bank to the State in which it has its principal office and one 
contiguous State, and would permit such a bank to make loans anywhere in the 
Continental United States. 

The second would make the dirnitati ins upon its issue of farm-loan bonds 20 
times the amount of its capital stock, as is the present provision in the case of 
Federal land banks, instead of 15 times the capital stock, as is the present limitation. 

The third would raise the authorized maximum rate of interest on loans from 6 
to 6% per cent. The 6 per cent rate was fixed in view of the prevailing rates for 
money which existed before the war. As there has since been an increase of much 
more than one-half of 1 per cent in the prevailing rates of interest upon borrowings 
of all kinds, this addition of one-half per cent to the authorized rate does not seem 
unreasonable. 

Moreover, the provision of the act that the rate of interest to be charged the 
borrower shall not at any time be more than 1 per cent in excess of the rate of 
interest paid by the bank upon its last issue of bonds, would seem to be a satisfactory 
protection against any arbitrary or unreasonable increase in the interest rate. 

A fourth amendment would permit joint-stock land banks to sell mortgages, 
without recourse, instead of using them exclusively as collateral for issues of farm 
loan bonds, and would also authorize them to make loans payable in one lump sum, 
or in installments, instead of confining them, as at present, to amortized loans. We 
see no serious objection to this amendment, but refrain from either approving it or 
condemning it. 

A fifth amendment aims to substitute either ‘the word “national,” or some other 
word of similar import, in place of the words “joint stock” in the corporate title of 
such banks. We admit the force of the argument that the words “joint stock” are of 
foreign origin and convey no definite meaning in this country. We can see no 
objection to the substitution for those words of some word or words which would 


—_ 
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convey the meaning that such banks were chartered under an act of Congress and 
were under Federal supervision. The word “Federal” has, however, been selected to 
designate the Federal land banks created by the act, and is therefore impossible of 
use, while the word “national” has acquired a distinct meaning as designating the 
national banking system. We therefore refrain from making any recommendation in 
reference to this amendment. : 

A sixth amendment contemplates some change in the provision for the dissolution 
of joint-stock land banks, which is not stated with sufficient distinctness to enable 
us to make any recommendation thereon. 


A tentative bill covering all of the points under consideration was pre- 
sented to the Board by a sub-committee of the Mortgage Bankers, and it was 
carefully considered and revised during five daily joint sessions, the discus- 
sions closing on January 4th. 

The Farm Loan Board at that time stated that it would be necessary to 
consult other authorities of the administration before expressing a formal 
statement. The letter of February 8th, at the introduction of this article, 
is that statement. 

It must not be understood that the letter of the Federal Farm Loan Board 
reflects any opinion on their part or on the part of the national administration 
leaders unfavorable to the proposed amendments. Matters of vital import 
relative to military and naval affairs and national finances naturally over- 
shadow minor subjects which have not so forcibly impressed the country, and 
therefore congressional leaders have not yet seen a necessity for taking 
them up. 

The members of the Federal Legislative committee and others have been 
obliged to devote much time to the duties of the committee at Washington and 
at special meetings held in St. Louis and Chicago. Chairman Thompson has 
been a tireless and diplomatic worker. In the month of March Mr. Jas. L. 
Wright of New Orleans was in Washington several days explaining the need 
for modification of the present law All of these gentlemen have donated their 
time and a part of their expenses for the common good of the public and of 
the Association. 


EMPLOYMENT AGENCY 


The Secretary’s office in Chicago keeps a file for all ‘‘employment”’ letters 
and a list of applicants for positions as well as of firms desiring reliable 
employees. Title examiners, inspectors and expert office men are often wanted 
on short notice in some parts of the country, while able men in other localities 
may be looking for positions. The Chicago office can be a clearing house for 
employees and employers, thus saving time and expense. A ecard index of 
‘‘offerings’’ and ‘‘askings’’ will soon enable parties to find each other. Cor- 
respondence is invited. There is no charge to members for the service. 


AMENDMENTS TO CONSTITUTION AND BY-LAWS 


Several amendments to the constitution and by-laws have been suggested 
by members during the past year. The matter of membership qualifications, 
relative to having a classified membership and numerous other propositions, 
have been discussed. Members are requested to formulate their proposed 
amendments and send them at once to the chairman of the committee on con- 
stitution and by-laws so that they may have due consideration by the commit- 
tee before the national convention. Names and addresses of all chairmen of 
committees are printed on second page of cover of the Bulletin. 
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DEVELOPMENT AID OF MORTGAGE BANKERS 


Every new country and every agricultural industry owes its development 
and growth to two classes of men—those who risk their time and labor and 
those who risk their capital. The pioneer who ventures into untried fields, 
taking his chances on soil, climate and market conditions, receives due credit 
for his spirit of enterprise and industrial daring. The man who finances a 
pioneer or a new agricultural venture takes the same risks on soil, climate and 
market conditions, and in addition he is obliged to carry the hazard of the 
personality of the borrower. 

In developing the South and the West, in fact, all new districts of any 
extent, it 1s necessary to enlist outside capital. The borrowers and the ter- 
ritory which they wish to develop is unknown to non-resident capitalists. 
Here the important service of the mortgage banker is involved. With his 
knowledge of the men and the lands in the new district, he appeals to eapi- 
talists and secures funds for financing the farms of the new locality. Without 
his aid and agency to bring lender and borrower together there would be no 
adequate flow of money from the eastern sources to the west and south, where 
it helps to increase production and prosperity. 

The debt that many of these localities owe to the mortgage banker is 
recognized by hundreds of farmers, who appreciate the benefits he has brought 
to them. 

Mr. J. T. Holleman of the Southern Mortgage Company of Atlanta has_ 
written a remarkably forceful article on this subject. In it he shows by a 
elear presentation of indisputable facts that the mortgage banker is rendering 
and has rendered a service of great value in developing the country and in 
improving the condition of the farmers. We hope some time to have the 
privilege of presenting Mr. Holleman’s article to members of the Association. 


TEAM WORK ALWAYS WINS 


Team work always wins. Mr. Malcolm Graves, secretary-treasurer of the 
Security Trust Company of Galveston, Texas, has the right idea. His com- 
pany is one of our new members. In a recent letter he says: ‘‘This company 
wishes to be not only a member of your association, but an active agent in the 
welfare of the association, and whatever we can do at this end of the line we 
certainly will do with a great deal of pleasure.’’ 


PROTECTING SALES OF SECURITIES 


The Senate Judiciary Committee of Congress has favorably reported 
Senate File 3522 for the further protection of the country. Among other 
things it provides that: 

‘*Whoever, when the United States is at war, shall willfully make or 
convey false reports or false statements with intent to obstruct the sale by 
the United States of bonds or other securities of the United States or the 
making of loans by or to the United States shall be punished by a fine of not 
more than $10,000, or imprisonment for not more than twenty years.”’ 
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THE LEGITIMATE FUNCTIONS OF TRADE 
ORGANIZATIONS 


The following quotations from an address delivered at a meeting of the 
Business Secretaries’ Forum, Chicago, Ill., by R. S. Kellogg, are as appro- 
priately applicable to farm mortgage bankers as to firms engaged in merecan- 
tile or manufacturing pursuits: 


The day has gone by when any intelligent business man dare question the neces- 
sity for trade organization. The times we are passing through and those soon to’ 
come make business organizations a fundamental requirement. 

The public was schooled for so long in the old theory that competition was the 
life of trade that only recently it is possible to preach generally the true doctrine 
that co-operation is the source of progress. 

Blind competition in trade and industry could result only in scant measure, 
inferior quality and sharp practices, bringing undue profits to the dishonest man 
and bankruptcy to the honest. one with the public not receiving the service to which 
it is entitled. 

Economists have long recognized this, but it has taken the costly lessons of 
financial disaster and poor service to teach the business: man and the public the 
fundamental truth that co-operation and square dealing are the only bases upon 
which it is possible to erect an enduring structure adequate to the demands of modern 
conditions. 

Henceforth business is to be done in the open under the purifying light of 
publicity—whether it be the furnishing of a utility, the supplying of a great com- 
modity, or the safeguarding of a democracy. Problems in organization, standardiza- 
tion, legislation, regulation, production, and distribution crowd upon us. Hereafter 
no participant in the activities of trade and industry may with safety to himself 
think only of his own selfish interests. He must take the broader view or lag behind 
in the race. 

The “go-it-alone” policy has had its day with results that all now see and are 
paying the penalty for. 

The “‘pull-together” policy is that of today and tomorrow. 

But the first essential of co-operation is education. No matter how much we 
may desire to pull together, anarchy results if we do not proceed according to a 
plan devised by intelligence and tested by experience. There are many to give advice 
but few who are capable of carrying out the practical details of co-operative activity. 

Expert analysis and direction must be had, else the experiment fails. 

Every business man has the right to know all the essential facts in connection 
with the production and distribution of his product or the furnishing of the type of 
service which he supplies, but he has no right through agreement with his competitor 
to endeavor to bring about an artificial condition beneficial to himself and hurtful 
to the public. 

Stability of reasonable prices, reliability of standard products, and efficiency of 
service are the watchwords of today. Co-operation is the guide for their attainment, 
and co-operation is impossible without organization. 


UNCLAIMED BANK DEPOSITS 


The comptroller of the currency of the United States, John Skelton Wil- 
liams, in his last annual report favors the enactment of a law requiring that 
unclaimed bank deposits revert to the national Government to aid in the pay- 
ing of war expenses. It is estimated that the national banks alone have about 
twenty-seven million dollars in such funds, while the unclaimed deposits of 
savings banks and trust companies are almost unestimable. The Bulletin will 
add that in the state of New York and in the Dominion of Canada banks and 
trust companies are required by law to report unclaimed balances and divi- 
dends to the state or dominion authorities, by whom they are advertised. In 
this way a large proportion of the balances are returned to the original owners 
or their heirs. 
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EXCELLENT FINANCIAL CONDITIONS IN ENGLAND 


Reports from the thirteen leading English banks show a substantial 
increase in deposits during the past year. This is a matter of special impor- 
tance to America, as it shows a financial condition indicating hopeful pros- 
pects for continuing the war to a victorious close. 

The thirteen banks officially reported held in cash December 31, 1917, 
amounting to $1,123,739,566, as compared with $1,074,459,376 held the year 
before. There has also been a substantial increase as to liquid assets, money 
at eall and bills. The net profits of the thirteen banks aggregated $48,600,000 
in 1917, as compared with $43,837,477 for the year 1916 and with $34,050,739 
for the year 1915. Proportion of cash to habilities on December 31, 1917, was 
over 19 per cent, showing a good margin of reserves. The financiers of Great 
Britain will be able to follow the Kaiser to Berlin and finance the settlement 
of his official estate. 


LET US SEE YOUR ADVERTISING 


The Seeretary’s office in Chicago has a special file for advertising matter 
issued by members of the Association. Send in your booklets and circulars. 
If they are of a character suitable for general promotion of the mortgage 
business, quote prices at which you can furnish them to other members with 
name changed. Co-operative work of this kind will benefit all and keep down 
individual expenses in an educational campaign. 

Do not forget to put the Secretary on your mailing list. 


The proceedings of the 1917 Minneapolis convention of the Farm Mort- 
gage Bankers’ Association of America have been published in book form 
bound in cloth. The work was very carefully and ably edited by Mr. H. M. 
Hanson, who was then Secretary of the Association. A copy is sent free to 
each member. Extra copies may be obtained for one dollar each. The book 
is a valuable addition to the literature on real estate loans. 


BRACE UP TO BEAT THE HUN 


Our boys ‘‘over there’’ in France are up against the worst fight the world 
has ever seen. They will fight for their lives and for our lives. To say that 
they will equal the record for bravery made by the Canadians, the French 
and the English and the Anzacs is to pay them the highest compliment 
language can convey. We who are four or five thousand miles from the 
‘battle line can not comprehend the horror of the soldiers’ life, or the endurance 
required to work the guns against gas and shell and flame and rifle bullet. 

We must brace up at home in every branch of business and in every 
activity of life. It is the ‘‘home push’’ that will enable the boys on the line 
to put over the victory. This thought is most forcefully put by Earl Derr 
Biggers who writes fromthe front for Colliers. He says: 

‘‘We’re ready to stand in ice water up to our waists, to live with the 
rats in a rain of German shells, to go over the top and be finished. Nobody 
need worry about our boys ‘‘over there.’’ But how about the bunch left 
over here—the crowd that want to know how soon it will end? Are they 
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going to queer us? Will they fall for the German tricks? 
turn their blood to water? Only one thing can do for us—and that isn’t 
the German army. It’s our own people at home. Maybe some guy in Terre 
Haute will get tired putting 3-cent stamps on his letters. Maybe some fellow 
in Cleveland will get sick of the graham bread. Maybe some fat little soul 
in Denver will get to worrying about his profits. And they’ll come together 
and decide that it’s no use fighting it to a finish—and where will we be? Done 
for, licked, finished; thousands of dead for nothing—all because the people 
at home hadn’t the guts to stick it out!’’ 


Will the pacifists 


L. W. CLAPPp 
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FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 


PREAMBLE TO CONSTITUTION 


In the belief that the formation of an association of individuals and 
corporations dealing in farm mortgage loans will in general promote their 
welfare and extend their influence, and, specifically, accomplish this desir- 
able object by (1) encouraging intelligent legislation affecting the business; 
(2) acquiring and disseminating correct information regarding the busi- 
ness; (3) aiding public discrimination between such securities and dealers 
therein as should command confidence and those who should not; (4) 
securing uniformity of practice where uniformity is desirable; (5) afford-. 
ing opportunity for those engaged in the business to secure the benefits of 
personal acquaintance and interchange of ideas, both by individual contact 
and public discussion, and in various other ways, not herein enumerated, 
we submit below a form of Constitution and By-Laws for such an organiza- 
tion. 


EXTRACTS FROM CONSTITUTION 


Art. II. Section 1. Any National or State Bank, Trust Company, 
Corporation, partnership or individual, in good standing, having a paid-in 
capital stock and surplus of $25,000 or more, and which makes a practice of 
loaning money on the security of improved farm lands, and publicly offers 
such securities for sale, as a dealer therein, shall be eligible to membership 
in this Association. 


Art. III. Section 1. The entrance fee shall be $50.00. 
Sec. 2. The Annual Dues shall be $50.00, payable in advance at the 
beginning of each fiscal year. 
SPECIAL DRIVE FOR NEW MEMBERS 


Twenty-five dollars covers admission fee and dues until August 31, 
1918. This is a temporary concession which expires soon. Act now. 
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SIX DOLLARS FOR ONE 


Two years of trial have developed weak points in the Federal Farm Loan 
law that its friends and projectors did not foresee. In order that the meri- 
torious features of the system may be preserved, the weak points should be 
strengthened and the vicious features eliminated. That the law now provides 
refuge for rich income tax slackers cannot be denied. The friends and bene- 
ficiaries of the Act will be wise if they lead in favoring proper amendments. 

Careful study of the practical effect of the tax exemption feature of the 
Federal Farm Loan bonds shows that it benefits millionaire bond holders six 
dollars to every dollar saved for the farm borrower. All seven of these dollars 
are lost to national or local treasuries and must be made up by revenues 
derived from other sources. 

Great have been the surprises to economic theorists brought about by the 
test of war tensions. 

When the law was. enacted the purpose of those who framed it was to relieve 
the poor man. There was no intention of creating a situation that would benefit 
the very rich at the expense of the tax paying public. 

Because of the exemption of land bank bonds from taxation, about half of 
one percent interest is saved to the farmer who borrows from these banks, 
according to the claims of the advocates of the system. As half of one percent 
may be considered about the usual tax on other industrial bonds and securities, 
the estimate is doubtless substantially correct. The half of one percent thus 
lost to the public treasury by this exemption is required to be made up by taxes 
levied on other property or against other people. This loss of half of one 
percent to the local public treasuries or tax collecting districts was the entire 
loss when the law was enacted in 1916. 

Since that time the burden of raising war revenues has caused the creation 
by the government of heavier income taxes, supertaxes and excess profit taxes, 
War conditions have developed an unexpected state of circumstances which 
under the present law enables the very rich to evade taxation at the expense of 
people of moderate incomes. 

The graduated income tax law, combined with the exemption of land bank 
bonds from taxation, permits and legalizes this pernicious partiality in favor 
of the millionaire. 

Under our income tax law, if a thousand citizens each owned a one thou- 
sand dollar land bank bond and each of these bond holders had an income not 
exceeding $1,000 if single or $2,000 if married, they would none of them be 
subject to an income tax. The tax exemption feature of the one thousand bonds 
aggregating $1,000,000, each producing $50 income, would be of no benefit to 
them in that respect. Their only tax exemption benefit would arise from local 
property tax exemption which would also be granted, if the bonds were owned 
by one very rich man or corporation. 

Let the agents of Mr. Morgafeller or some other multi-millonaire buy up 
this million dollars worth of land bank bonds and list them as his personal 
property. The income from the million dollars worth of bonds would be 
$50,000 annually. Mr. Morgafeller is a moderately rich man with an income 
of two million dollars a year. The income tax on such an income is sixty-one 
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percent on the income above one million dollars and sixty-two percent on the 
income above one and a half million dollars. The income of $50,000 from the 
land bank bonds would be deducted. Sixty-two percent on $50,000 is $31,000. 
The national treasury at Washington is thus deprived of $31,000 each year 
because the graduated income tax law now enables Mr. Morgafeller to use 
land bank bonds for a purpose not in the minds of the men who framed the 
law. The illustration given is not exceptional. There are enough persons with 
incomes of over a million dollars to take all of the farm loan bonds that can 
be marketed for many years. 

In some cases farmers may be able to borrow money now at five and one- 
half percent instead of six percent on account of the tax exemption feature of 
the bonds. It is doubtful if that 1s always the case, but if it were true, one 
thousand farmers each getting one thousand dollars of the million dollars thus 
borrowed would be benefited to the extent of $5,000 a year. That would be 
five dollars a year for each individual farmer. 

The million dollars in bonds in the hands of Mr. Morgafeller would enable 
him to keep $31,000 in his pocket instead of paying it into the United States 
treasury. This $31,000 is a direct and indisputable cash loss to the national 
treasury. It is sustained for the purpose of extending a special possible benefit 
of only five dollars each to the borrowers of a million dollars. The national 
treasury would lose more than six dollars in order to confer a favor worth one 
dollar. If the national treasury were to pay these farmers a direct gift of 
$5,000 annually in consideration of having the tax exemption feature of the 
law repealed there would be a net gain of $26,000 to the government. 

This $31,000 must be made up by increasing the taxes on the American 
taxpayers or by sale of Liberty Bonds and Thrift Stamps to furnish money to 
carry on the war. 

At the present time approximately $100,000,000 of Federal Farm Loan 
bonds are in existence. It is expected that the amount will be increased several 
millions every month. Estimating the interest income on the bonds outstand- 
ing in 1918 at five million dollars, the amount which the Morgafellers would 
save on income tax by owning them would be three million and one hundred 
thousand dollars on their 1918 income tax payable in 1919. It would require 
twelve million and four hundred thousand thrift stamps at twenty-five 
eents each to equal that amount. 

The total amount of farm mortgages in the United States is estimated at 
four billion dollars. If one quarter of these mortgages were financed by the 
Federal Land Banks by issuing one billion dollars of five per cent bonds and 
the bonds were all held by multimillionaire income tax slackers with incomes of 
two million dollars each, the annual loss on income tax alone to the national 
treasury would be $31,000,000 and the approximate loss to school districts, 
cities, counties and states from failure to collect local property taxes would be 
$5,000,000 annually. It is not unreasonable to predict that the amount of 
Federal Land Bank bonds thus tax exempt might reach the amount of $1,000,- 
000,000 within ten years. At the present size of the loans on the basis of the 
1910 census that would place a Federal Land Bank loan on about one farm in 
eleven in the United States. The other ten farmers out of every eleven along 
with people in towns and cities would be obliged to pay their share of the 
$31,000,000 required to make up the loss to the national treasury and also their 
share of the $5,000,000 required to make up the loss to school district, town 
and state treasuries. 7 

In 1917 before the heavy income taxes now imposed on larger incomes be- 
came effective, it was impossible to sell Federal Farm Loan bonds enough to 
furnish funds to operate the system. Congress was obliged to make a special 
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appropriation of $200,000,000 which the Farm Loan Board asked for in De- 
eember, 1917, in order to keep the business running. The first year’s sales 
were only about $30,000,000 of four and one-half per cent bonds. When the 
five per cent bonds were offered in May, 1918, at a premium of one per cent, 
$60,000,000 were sold in about two weeks and further offerings were not made. 
The influence of heavy income taxes appears to have helped the market. 


Railroad bonds, school bonds, and sanitary district bonds without universal 
tax exemption provisions are sold at rates to yield less than five per cent. 
The tax exemption feature of the Federal Land Bank bonds is as unnecessary 
as it is unjust and unpatriotic. This is shown by the fact that the Federal 
_ Land Bank bonds first marketed at 101, have since sold on the New York 
market at 10254. On the $60,000,000 disposed of at the last sale, this in- 
erease nets to the speculators a profit of $975,000—almost a million dollars. 


That these bonds are rapidly drifting into the hands of interests paying 
heavy income taxes is well-known and indisputable. These parties can afford 
to pay more for them than holders having small incomes. A premium of two 
and five-eighths percent has recently been paid for them in the stock market 
of New York. The man with no income tax to pay cannot afford to hold such 
- bonds when he ean sell them at a premium. 


The question of the constitutionality of the tax exemption feature of the 
Federal Land Bank bonds has affected their sale unfavorably from the start. 
It has not as yet been decided by the courts. Dispatches sent out from Wash- 
ington have stated that a group of Kansas parties is arranging to carry a test 
ease to the Supreme Court in order to settle this question. While the danger of 
an unfavorable Supreme Court decision will make the small investor cautious 
about buying these bonds, the income tax slacker with a very large income 
tax has enough at stake so he can afford to take the risk. He knows that if 
he once gets a receipt in full for his income tax, that the government will 
never collect the big taxes he has dodged if the tax exemption feature is 
declared unconstitutional. 


The positive proof of the reason for the great present demand for tax 
exempt securities can be found by referring to the surtax table on Form 1040 
of the income tax blank return, now in use as revised on January 1, 
1918, and comparing it with the table on the same blank, No. 1040, which was 
revised in October, 1916. The table now in effect shows a supertax of 62 per 
cent on incomes in excess of $1,500,000 as compared with only 12 per cent in 
effect before the last war tax revision. Going back still further, according 
to the Act of Congress of 19138, such incomes were required to pay only a 6 
per cent tax. The three successive rates have been 6 per cent, 12 per cent and 
62 per cent. 

When the Federal Farm Loan law was considered and enacted by Con- 
gress in 1915 and 1916, the income tax rate was only 6 per cent. In 1917, 
when the Federal Farm Loan Board was unable to sell enough bonds to eon- 
tinue in business and was obliged to secure a special appropriation of $200,- 
000,000 from Congress, the same tax on these large incomes was only 12 per 
cent. When the $60,000,000 worth were offered in May, 1918, the rate was 62 
per cent. The market absorbed them quickly. 

Income tax evaders are shrewd. A smaller increase in the income tax rate 
has been made on smaller incomes, but the tax exempt bonds will naturally 
drift into the hands of people paying the heaviest income taxes. 

When the first Liberty bonds were sold last year at three and one-half 
percent, they were free from taxation as are the Federal Farm Loan bonds now 
on the market. 
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When the second issue of Liberty bonds was sold at four percent, in 
accordance with the best judgment of statesmen and financiers, the bonds were 
made subject to certain taxes. 

When the third issue of Liberty bonds was sold at four and one-quarter 
percent, changed conditions of the world’s money markets caused Secretary 
of the Treasury McAdoo and other financiers and statesmen of Congress to 
issue these bonds subject to still further taxation and restrictions. | 

The Federal Farm Loan bonds drawing five percent interest are given the 
same immunity from taxation as the three and one-half percent Liberty Bonds. — 
Changed financial conditions have caused two modifications of Liberty bond 
taxation, but no change has been made in farm loan bonds. 

In the turmoil of congressional legislation to rush men and munitions to 
Europe this inconsistency and the resulting loss to the national treasury has 
escaped notice. 

No patriotic farmer would ask to be favored to the extent of one dollar 
in interest, if he realized that it cost the national treasury six dollars in exemp- 
tions ranted to multi-millionaires for every dollar of benefit given to the 
farmer. 

The Federal Farm Loan system can be successfully run on a business 
basis with its bonds subject to the usual taxes. It has been established two 
years and no longer requires charitable donations to put it on its feet. The 
repeal of the tax exemption feature need not in the slightest degree change 
the proper administration of the law or impair its efficiency. 

In many respects farm loan bonds are similar to industrial bonds. The 
economists of Congress in perfecting the new revenue bill might direct their 
attention with good effect to farm loan bonds. Many million dollars could be 
saved to the public treasury by putting future issues under the same tax 
classification as bonds issued to promote other industries. While the stagger- 
ing burdens of war taxes are bearing heavily on every person and industry, 
favoritism granted to millionaires on a six-to-one basis does not seem prac- 
ticable or sensible, when the smallness of the benefit to the prosperous agri- 
cultural industry is considered. 


WAR HAVOC AND ITS REACTION 


‘‘Lack of confidence’’ was said to have been the cause of business stagna- 
tion for two years following the panic of 1893. 

‘“Exeess of caution’’ on the part of operators and borrowers is now given 
by leading economists as the reason to which to attribute the general slowing 
up of many lines of industry. 

France is not the only country where war has caused destruction. 

The shadow of the war has fallen upon the world. Its duration is uneer- 
tain. Business prudence demands extreme caution even Lee the general 
“average of commercial business is good. 

The war caused a great industrial upheaval, disarranging the ordinary 
demands for production and transportation. Disasters are the necessary by- 
products of readjustment to changed conditions. 

Many branches of business suffer. sahil 

The manufacturers of war necessities and the agricultural industries have 
received the greatest benefits and have suffered the fewest losses. These have 
had their troubles in some departments. 

American cattle feeders lost hundreds of thousands of dollars last winter 
feeding corn to steers, though profits were made later in the season. 
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Railroads and express companies have been taken over by the govern- 
ment and the telegraph lines probably soon will be commandeered by the 
authorities. The railroads under government control show reduced net rev- 
enues. Discrimination is so great under the new regulations against short 
line railroads, not under government control, that many of them face bank- 
ruptcy. 

Hundreds of public utilities are losing money and many of them are on 
the verge of bankruptcy which is inevitable, unless their rates are raised. In 
his last report to Congress, Comptroller of the Currency John Skelton Williams 
said: ‘‘National and State Banks and many thousands of small and large 
investors have suffered seriously from the decline of the earning capacity of 
public utility corporations and the consequent shrinkage in the value of their 
securities, representing investments of many hundred millions of dollars.’’ 


The building industries the country over have greatly reduced operations. 
Natural conservatism has been strengthened by commands from Washington. 


The Record and Guide of New York City in showing the diversion of 
eredit from the normal flow in real estate channels compares the transactions 
in mortgages and in plans for new buildings for the first five months of 1912 
with the first five months of this year. Following is the remarkable com- 
parison: 


: 


Mortgages—January 1 to June 6, 1912.................. $164,004,406 
PeAMUAT Wis HOG UNG, D, 210 LO. ele. 30,274,652 

New Buildings—January 1 to June 6, 1912............ 57,089,000 
January 1 to June 6, 1918............ 5,069,550 


John L. Parish, Secretary of the New York Board of Title Underwriters, 
in commenting on the situation in New York City says: 


Within the period of the war the volume of current investments in mortgages 
has declined more than 80 percent and is now less than 20 percent of what it was 
in normal times, while the season’s investments in new construction have declined 
more than 90 percent and are now less than 10 percent of a normal season. 

In normal times the refunding of maturing mortgages is a market function for 
which the machinery of the market has been all sufficient. Something like 90 
percent has been renewed or extended by agreement between the parties interested 
respectively, the remaining 10 percent representing the actual refunding operations. 
The proportions are, of course, variable even in normal times, but there is indis- 
putable evidence in the records that the fund available. for real estate operations 
has grown steadily with the growth and development of the city, until at the out- 
break of the great war it represented an investment in mortgages alone of approxi- 
mately $6,000,000,000. 

With the entrance of the United States into the world conflict the Government’s 
financial requirements have deprived this real property market of all, or nearly all, 
its floating capital, and has made the refunding operation less easy of performance. 
Instead of getting his mortgage renewed or extended on pre-existing terms, the 
borrower has been required to pay a higher rate of interest and to make periodiéal 
payments in reduction of principal. 

This has been a market requirement of the last two years, with the obvious 
result that a very considerable part of the total volume of mortgage indebtedness 
has been paid off. How much the aggregate reduction has been is not easy to say. 
Some borrowers, in excess of caution, have cleared their properties entirely of 
mortgage debt, but the greater part have contented themselves with making the 
partial payments agreed upon with their lenders. 


As the farm mortgages in the United States are estimated at four billion 
it will be noted that Mr. Parish estimates the mortgages of New York City 
to be greater by fifty percent than the farm mortgages of the entire country. 

With conditions in New York City as described by Mr. Parish, the farm 
mortgage bankers may well be satisfied with the way their business continues 
on a stable basis and in fair volume. 
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The Federal Farm Loan Board report shows a falling off in May of 
$4,457,828 in the amount of farm loans closed to farmers by the twelve Federal 
Land Banks, as compared with April. The total paid out on loans to farmers 
in April was $13,988,619. The May payments were only $9,530,791, a loss of 
over thirty percent. 


The falling off in business done by the Federal Land Banks is attributable 
to war conditions and to the season of the year, May not usually being a 
month of heavy farm loan business. 


In June the business of the Federal Land Banks fell off still further, touch- 
ing low water mark with only $8,343,430 in loans closed, being $1,187,361 
lower than the low record of May. In the amount of business applied for 
during June a still greater falling off is noted. This small business in June 
makes it plain that the depression in other lines also affects the business of 
the Federal Land Banks. 

: The same reasons resulted in reducing the farm loan business done in May 
by private corporations and individuals. 

With an average output of $800,000,000 in farm mortgages each year, 
with the Federal Land Banks putting out only $9,530,791 in the month of 
May, it is clearly apparent that the reduction of the amount of mortgages 
made by private companies is not because the Federal Land Banks have 
absorbed the business. No one has done the business. It has stagnated. 
‘‘Excess of caution’’ on the part of operators and borrowers has called a halt. 


The farm mortgage business has suffered less than a quarter as much as 
the city mortgage business as illustrated by the figures furnished from New 
York City. This shows the stability of the farm mortgage, a security based 
upon the non-fluctuating value of cultivated farms, property the least affected 
by panics or wars. 

The war is steadily sapping our energies. It is drawing on our man 
power, our woman power and our dollar power. The need of commercial 
prudence will be more apparent in December than in August. 


The Germans are enslaving the people and confiscating the resources of 
countries on the east front to use them against us and our allies on the west. 
The supplies of men and material in the East are enormous. The war will 
be prolonged indefinitely, if Germany is permitted to exhaust the resources 
of Eastern Europe and Siberia. , 

Our victory depends on the delivery of men and munitions on the Western 
front from America quicker than Germany can conscript and deliver opposing 
ae and supplies from the temporarily subdued and enslaved countries on 
the east. : 

The American government realizes that it is cheaper in money and in 
men for us to rush our forces to the front immediately. The object of all 
war discussion is to bring these facts home to every man and woman of 
America. 

We can well afford to devote every energy now to ‘‘delivering the goods’”’ 
on the western front. 

We can mark time in business if necessary until the Hun is whipped and 
well whipped. 

When the war is over the period of extreme caution will give way to an 
era of great activity. Floods come in the spring when rivers are released 
from frozen slumbers. When the security of peace again gives confidence to 
the world, capital and labor will at once unite to repair the wastes of war, 
to replace the worn out equipment of peaceful industry, to build new systems 
of highways and canals, to erect buildings which a growing population and 
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business makes necessary and in a hundred ways to make up for the time lost 
under the demands of war. 

Farmers will increase their land holdings, put up larger buildings and 
take up more intensive agriculture. Cities will with all possible speed make 
improvements that are now on the waiting list. 

Millions of men returning from European battlefields to the fields of 
American industry will combine with American capital to produce a reaction 
from the deadening effects of war that will result in an era of business 
activity and prosperity. 


NEW MEMBERS 


Sixty-four new members have been added to the membership list of the 
Farm Mortgage Bankers Association since the opening of the current year 
on the first day of last September. Those added since the publication of the 
last ist in April are: 


Beeson 6 itle-Co.... ae ea oO aigordia Mier. Maryville, Mo. 
Northwestern & Pacific Hypotheek Batik ve nten a bu app ee cea Spokane, Wash. 
eyo USERS Fis UTC T CES 0 i Sa a a a Or oie Spokane, Wash. 
Demet SECUITI TION 11 VOSLIICTIL: CO. i. ea tee foc ck ara tote enee npg Denver, Colo. 
Cabs HTL Sad SP ia ih CW 0) 7 ea a a ie Da i lee Winona, Minn. 
Dakota Savings & Loan Co........................ 9. OE CLS BYE NOM O60 is ip te Huron, 8. D. 
eer aliney..eeiae Cd pepe ol eye eaun l tisvexe ht. ie Peoria, Ill. 
eimener obey mani gt <5 tovgi ied! A abeia’l teak. eokl gerorts) Huron, 8. D. 
EI OS ee yt a a Seattle, Wash. 
ven uOalh CU Ted hy AlOg LAG: x. ere. pase pe tp ok eRe Jade oe ovens ce Havre, Mont. 
on USSR BG an SO RS RR a A ae eR Rr rt Denver, Colo. 
Wve VLCCAINLOCK <a: ae ORs ee aa kn le Miles City, Mont. 
a a ce) Bist 8 ees mmc ab wdates vgcenebdia- Minneapolis, Minn. 
Security Mortgage & Investment Co..2.....2..2cl le eeeeeteeeeeeee eens Sioux Falls, S. D. 
American Commercial & Savings Bank.........000.2..2.200002eee eee Davenport, Iowa 
ULES GSR UEC et eC Ae OC ne a ceri ao Ma pore a! Aiea et Minneapolis, Minn. 
Security. uoans®-I Investment: Coe. src jcnc-cp hee a pes ee Lee Des Moines, lowa 
WROnTOsINVeStMent 7, Really, 0... 2. sc scceceetecncdensoena.0¥e Colorado Springs, Colo. 
DOr Co MOTE SA LE 10 eect nantes ae vg baad hh T-- och pan qredsy shade Columbia, 8S. C. 
UU Pky Nm eh 2 PI PES RP aha aman ney Me Cheyenne, Wyo. 
Rea re LOMO RE Cia ee mb oa Ok Aa EAR Oa a BROS Cedar Rapids, Iowa 
ivenhene- ones. Mortrace. oan -Co..0..0 LBs. Od, 0: Beach, N. D. 


STATE MORTGAGE ASSOCIATIONS 


The past year has been one of rapid development in the line of organiza- 
tion among farm mortgage bankers. These associations are rigid in their 
requirements of applicants as to reliability both regarding capitalization and 
business methods. Organization is doing much to standardize and stabilize 
the business. It enables members to give better service to borrowing clients 
and to investing clients. Recognized affiliation with a strong association has 
been proven to be beneficial to members in many ways. Several new organi- 
zatios have been formed this year. Notable among the latest are those of 
Missouri and Minnesota. The Bulletin desires to secure the names of the 
officers of all such associations. Following is a list of associations and officers 
ome United States and Canada, now on file at the office of the Secretary in 

leago: 
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FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 


O. M. Corwin, Wells-Dickey Co., Minneapolis, Minn.........00000.0000........ President 
E: D. Chassell, 112: W.\' Adams St; Chicago, Hl) 232 ...... pecretary 
IOWA FARM MORTGAGE BANKERS ASSOCIATION 
H, §. Van: Alstine; -Gumore.-City, lowas -5-.i. President 
I’. C. Waples, Midland Mortgage Co., Cedar Rapids, Iowa....................Seeretary 
GEORGIA FARM MORTGAGE ASSOCIATION 
G. R. Ellis, Empire Loan & Investment Co., Americus, Ga..........0......... President 
Benj. J. Dasher, Security Loan & Abstract Co., Macon, Ga.........002....... Secretary 


MINNESOTA FARM MORTGAGE BANKERS ASSOCIATION 
J. W. Wheeler, Capital Trust & Savings Bank, Minneapolis, Minn......President 


Walter H. Campbell, McKnight Building, Minneapolis, Minn................ Secretary 
KANSAS FARM MORTGAGE BANKERS ASSOCIATION 

Robert O. Deming, Deming Investment Co., Oswego, Kans.................. ..President 

Dana L, Davis, Davis-Welleome Co., Topeka, . Kans.......2../.0..4..20% Secretary 

NEBRASKA FARM MORTGAGE BANKERS ASSOCIATION 
C,,B. Anderson, First. Trust. Co., Lineoln, Neb... 224, ee President — 
C. J. Claassen; ‘Peters ‘Trust Co:, Omaha, Neb.....c: 2. ee Secretary 
REAL ESTATE LOAN DEALERS ASSOCIATION OF MISSOURI 
J. E. Maxwell, Maxwell Investment Co., Kansas City, Mo.........2200......... President 
W. E. Groves, Groves Bros. Real Estate & Mortgage Co., Kansas City, Mo. 
DRE ae aN Ue Secretary 
OKLAHOMA MORTGAGE ASSOCIATION 

FB. Dalle W iehite Rane President 

se aa a Doughty, 11 West Grand, Oklahoma City, Okla. Secretary 
TEXAS LAND MORTGAGE BANKERS ASSOCIATION 

R. L. Slaughter, care Brown Bros., Austm, Texis...2.=. 22a President 

Ci We Glarkson;: Fort. Worth, Rex. sa escent oe Lui De Secretary 
DOMINION MORTGAGE & INVESTMENT ASSOCIATION 

ALD. Garngimair esate ree ei are ee ee President — 

John Appleton, 42 Canada Life Bldg., Toronto, Ont............ Secretary-Treasurer 

MORTGAGE LOANS ASSOCIATION OF ALBERTA 
W.. T. Creighton, Edmonton, Alta., Vani... 0104.) ee President 
J. S. McMurchy, Calgary, Alta. 5 ee er Secretary 
MORTGAGE LOANS ASSOCIATION OF MANITOBA 

John Paton, 486 Main St., Winnipeg, Man.......0.....00....2 teens President 

W.:D.. Love, 364° Main St.; Winnipeg, Man. ee Secretary 

LAND MORTGAGE COMPANIES ASSOCIATION OF SASKATCHEWAN 

W. E. Mason, Regina, Sask.................... REIS Oa i Se oe President 

Geo: Gamble; Regina; Sask..0.20) 2220S Rae a ee Secretary 

| MORTGAGE & TRUST COMPANIES ASSOCIATION OF 

BRITISH COLUMBIA 
G. L. Smellie, 626 Pender St. West, Vancouver, B. C.........2.-0..2-2.-.---- President 
Geo. L. Schetky, 626 Pender St. West, Vancouver, B. C.............-...--...- Secretary 
LAND MORTGAGE COMPANIES ASSOCIATION OF ONTARIO 
Ri S: Hudson, TorontoOnt:; Camis. ite 2 eel ee ee ee President 


Geo. H. Smith, 18 Toronto St., Toronto, Ont., Can.................. Secretary-Treasurer 
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MORTGAGE RECORDING TAX 


Taxation of mortgages has been a troublesome subject in all states. New 
York and Minnesota have tried laws providing for a fee tax, to be paid when 
the mortgage is put on record. It has been productive of much more revenue 
than the old system of annual assessment of taxes against the holders of the 
mortgages. Under the old plan mortgages owned within the state usually 
evaded taxation and those owned outside of the state were not taxable in 
the state where the mortgaged land was located. As a very large proportion 
of western mortgages are owned by non-residents, the recording tax law 
secures revenue not otherwise collectible. 


The National Association of Realtors at St. Louis adopted a resolution 
endorsing the recording tax law and urging its adoption in all states. The 
Missouri state convention of Real Estate Dealers in convention at Springfield 
adopted a resolution favoring the enactment of the law by the Missouri 
legislature. 


PREPARE FOR THE CONVENTION 


Every member can help at the National Convention at Kansas City, 
October 1-2-3, by preparing his questions and his suggestions in advance. 

A splendid program will be made up by the committee, but there will be 
time to hear from many not on the printed program. Four minute speeches 
making suggestions or giving experiences will be fine. If they can be boiled 
down to two minutes they will be better. 

A convention is more interesting and light on a subject comes from more 
different angles in an hour, if there are thirty speeches of two minutes rather 
than one speech of an hour’s length. Every locality has its knotty problems— 
bring them to the convention for solution. 

If you have made a good hit on some subject of general interest, put it 
into ‘‘short form’’ and throw it into the melting pot at the convention for the 
good of the fraternity. 

Resolutions which are to be discussed should first be presented in writing 
to the board of governors before the convention meets according to the consti- 
tution. Mail them to the secretary a few days in advance and they will 
receive attention. 


NATIONAL CONVENTION AT KANSAS CITY 


Those who attend the national convention of the Farm Mortgage Bankers 
Association of America at Kansas City will be the guests of the farm mortgage 
bankers of Kansas and of western Missouri. The enterprising members of 
the fraternity in these states are preparing a very interesting line of entertain- 
ments for the visitors. The program committee is actively at work arranging 
for a strong line of talent for the business sessions. 

It is expected that President Marion T. Burton of the University of 
Minnesota will open the program with a strong patriotic address. 

Former President H. J. Watters of the Kansas Agricultural College, now 
agricultural editor of the Kansas City Star, will speak on ‘‘ Agricultural and 
Industrial Conditions After the War.’’ 

Hon. Wm. Marshall Bullitt of Louisville, Kentucky, solicitor- hea] of 
the treasury under President Taft, will discuss ‘‘The Constitutionality of the 
Federal Farm Loan Law.’ 
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Mr. J. T. Byers of Indianapolis, head of the Title Department of the 
American Central Life Insurance Company, will discuss ‘‘The Torrens System 
of Titles.’’ 

It is expected that Mr. H. A. Kahler of New York City will speak on 
‘‘National Title Insurance.’ 

The Wisconsin Mortgage & Securities Company of Milwaukee has been ~ 
very successful in issuing farm mortgage collateral bonds against farm mort- 
gages. President H. A. Moehlenpah of the company is a very interesting 
speaker and he has been invited to tell the convention about the methods 
followed by his company. 

Numerous four minute speeches touching on topics of interest in all parts 
of the United States will be given. All addresses and speeches will be followed 
by open general discussion. 

Needed changes in the laws of several states will come up for consid- 
eration. 

Moratorium laws were enacted last year in a few states, and as forty-two 
states hold their legislative sessions next winter, it is expected that this topie 
will bring out many new points of view. 

Three minute speeches by the presidents of the several state associations 
telling of what they have done and what they expect to do in their several 
states will be a very interesting feature of the convention. 

The Canadian visitors at the Minneapolis convention took home such 
excellent reports of that meeting that delegations are expected to go to Kansas 
City this year from several of the Canadian associations. 

Further particulars about the program will be sent out in special bulletins 
when the committee has it perfected. 

The Muehlebach Hotel management reports that a large number of 
reservations have been made, indicating that the attendance will be large. | 

Members from several localities have expressed the intention of organizing 
parties and going in special cars from central points. 

The convention will be an instructive one, and it will be a good business 
as well as social proposition for every member to attend. The Missouri and 
Kansas hosts are arranging elaborate entertainments for members and their 
ladies and’ guests. 

Kansas City is seen at its best in October. Attendance will be a delightful 
vacation trip. Do not forget the dates—October 1-2-3. 


A WORLD BANK 


Chairman Owen of the Senate Committee on Banking and Currency has, 
for several months, favored the establishment of a foreign exchange bank for 
the purpose of stabilizing American currency abroad. In his arguments he 
shows that American dollars in Spain are twenty percent below par in spite 
of the fact that Spain imports from America more goods annually than are 
exported to America. The balance of trade being in favor of America, the 
American dollar ought to be at a premium in Spain instead of at a discount. 
This anomalous condition is brought about, Senator Owen avers, by French 
and English banks which by their more intimate relations with Spain are able 
to divert the credits to their own countries. 


Senator Owen’s bill provides for the establishment of a bank under the 
Federal Reserve system to protect American credit abroad. The bankers of 
the country are opposed to such an extension of the Federal Reserve system. 
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Senator Owen has pushed the merits of his measure with such force that it 
commands the attention of banking cireles. | 

It is conceded that the agitation may result in the creation of a world 
bank to provide for the maintenance and extension of American business 
interests abroad after the war. 

In a brief interview a Chicago banker, who recently appeared before a 
congressional committee to discuss the pending legislation, ventures the opinion 
that such a bank would be a permanent agency for peace. He says: 


“The creation of an institution for the harmonizing of the economic and finan- 
cial relations of the civilized nations would be a long step toward making perma- 
nent the peace that is to come when this war is ended. Such a body—call it a 
world bank, universal bank or whatever seems appropriate—with each of the 
interested nations represented in its control, empowered to establish credits, arrange 
the redistribution of gold and formulate rules to govern international exchange, 
would exercise a powerful influence in adjusting in their incipiency the economic 
differences that lead to wars. Then there would be one financial center of the 
world instead of rivalry between the financial centers of several nations as to 
which should gain the ascendancy. International trade balances could be adjusted 
as are the balances between the several reserve banks in our own country. There 
would no longer be any necessity for the constant, costly and risky shipments of 
gold from one nation to another and back again in settlement of shifting balances. 
Trade would be facilitated and the regulation of foreign exchanges would be much 
simplified. 

“The basis of such a system must be co-operation instead of our present method 
of competition—a competition which always has been keen and which promises 
to be keener after the war. In its lessening of causes of international economic 
friction would lie its greatest strength as a safeguard against future wars.” 


THE MENACE OF TAX EXEMPTION 
E. D. CHASSELL IN NORTHWESTERN: BANKER 


Banks whose securities are exempt from taxation will be established as competitors 
of existing commercial banking institutions, if House File No. 8827 becomes a law. This 
bill, now under consideration in Washington, provides for the establishment of Personal 
Credt Banks to be operated in connection with the Federal Land Banks. The new banks 
are to be under government supervision; their capital stock is to be furnished by the 
government at the outset; and additional operating capital is to be loaned them if required 
from the United States treasury. 

The popularity of the bill is founded on the favorite delusion that tax exemption reduces 
taxes and increases prosperity. The theorists give no consideration to the fact that when 
one class of property or one class of citizens are granted immunity from taxation that the 
burden is merely shifted to other classes of property and other citizens. 

When a state legislature first passed a law exempting the sewer bonds of a small city 
from taxation within that state, this special favoritism made the bonds readily salable at a 
good price. It appeared that a new discovery had been made in political economy by which 
something could be obtained for nothing. Tax exemption of municipal securities became 
epidemic in legislative bodies. The public did not at first realize that the special benefits thus 
conferred upon localities and individuals were paid for by the general public with no corre- 
sponding benefit in return. 

The money invested in the sewer bonds was taken out of the taxable property of the 
state. The taxes of the state, county or school district were not reduced, but they were 
assessed against the remaining assessable property. The individual who purchased $50,000 
worth of sewer bonds was benefited because his capital had been invested in non-taxable 
securities. The city which sold the bonds was benefited because the bonds were sold at a 
better price than would have been possible had they been subject to taxation. Other citizens 
and other cities, counties and school districts of the state were obliged to pay higher taxes. 
The additional tax required from other individuals, cities, counties, school districts, town 
and farm property scattered over the entire state was such a small amount in each individual 
case that it was not noticeable. 

With only a few hundred thousand dollars’ worth of tax exempt securities in existence 
the effect was negligible. Since the declaration of war it has been necessary for the United 
States government to issue several billion dollars’ worth of tax exempt Liberty Bonds. 
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Before the war is over the amount is liable to be fifteen or twenty billions. Liberty Bonds 
are issued as a national obligation, universal in character, every person and every dollar’s 
worth of property in the country is directly or indirectly benefited thereby and should 
assume a share of the burden. In this respect Liberty Bonds differ from sewer bonds, school 
house bonds, paving bonds, Federal Land Bank bonds and the proposed Personal Credit Bank 
bonds. These several kinds of bonds are issued for the special benefit of particular localities 
or for special aid to a selected class of persons. 

Granting tax exemption by a state to municipal bonds is a special benefit conferred upon 
the taxpayers of the particular municipality which issues the obligations, and the exemption 
is at the expense of other communities and citizens of the state. 

The granting of immunity from taxation to Federal Land Bank bonds by the national 
government is a benefit conferred upon a small percentage of farmers in this country who 
make I'ederal Land Bank loans, but this is exactly equivalent to levying a corresponding 
indirect tax upon the other farmers and other people and property of the nation. 

Tax exemption is in effect a subsidy granted to the favored locality or class of individuals. 

When the national government grants immunity from taxation to private institutions 
under its protection, the practical result is an increase of the taxes of all other taxpaying 
properties and persons, because the burden is merely shifted. Revenues must be increased 
from other sources, either by levying a higher tariff on imports, by increasing the tax on 
incomes, or by such other method of taxation as may be utilized. 

When the burdens of taxation are light and the country is prospering, the public is 
not particularly critical about inequalities. Then every one is too actively engaged in pro- 
moting his own business to pay any attention to a few dollars more or less in the matter 
of taxes. Now that war conditions have increased the burden of taxation and all will be 
obliged to feel the strain, greater discrimination will be exercised. Every taxpayer will object 
to paying. a share of his neighbor’s taxes. When the tax hurts, he will take notice. 

In many towns and cities the rate of taxation is fully 1 per cent of the actual cash value 
of the property. On this basis thé owner of a house worth $5,000 would be obliged to pay $50 
taxes. His neighbor with $5,000 invested in tax exempt securities would not pay a cent of 
taxes on these securities. These tax free securities might be city bonds, school district bonds, 
Federal Land Bank bonds, Personal Credit Bank bonds or other similarly favored obligations 
issued for the benefit of a few simple people at the expense of the many. 

In the state of Iowa, according to the estimate of the state auditor, $40,000,000 of 
county municipal and school district bonds are exempt from taxation when held by banks or 
trust companies. It is safe to assume that-none of them are held by banks and trust com- 
panies when the assessor makes his annual rounds.- Another careful statistician estimates 
these Iowa exempt securities at $48,000,000. At the low estimate of forty million, the 
state and local taxing districts every year lose $200,000 in taxes thus evaded. lowa nearly 
had a political revolution over the expenses of the capitol extension. Capitol extension 
expenses will soon be paid and forgotten. Tax exemption is a continuous performance 
exceeding the importance of the capitol extension every ten years. 


According to the last Iowa state census, there are 199,755 farms. It would require 
more than a dollar each year from each farm to make up the loss caused by exempting these 
securities from taxation. The combined value of the land in Union county and Worth 
county, according to the last Iowa census is a trifle over $40,000,000. People of the other 
ninety-seven Iowa counties would raise serious objections, the lands of Union and Worth 
counties were exempted from taxation and the taxes of the other counties raised in amount 
to make up for the difference. There are a few more than two thousand voting precincts 
in Iowa. Two hundred thousand dollars each year amounts to an average of nearly a hundred 
dollars a year added to the taxes of each voting precinct. 


The state of Ohio repealed the tax exemption law six years ago. In Ohio, in the year 
1912, tax exempt bonds outstanding amounted to $218,754,113. The people of Ohio then 
realized that they were paying excess taxes to fill the pockets of local Morgans and Rocke- 
fellers who bought up and held the tax exempt securities, and the law was repealed. Since 
that time a large part of the tax exempt bonds have been paid and retired, but it takes many 
years to rid the tax books of long-time bonds. Under date of May 31, 1918, the state auditor 
of Ohio writes that he estimates the non-taxable bonds still outstanding to be in excess of one 
hundred million dollars. As taxpayers of other states study the lesson learned in Ohio, they 
are likely to insist that the example of Ohio be followed. 

Dozens of illustrations might be given showing the injustice of the principle of exempting 
municipal securities and Federal Land Bank bonds from taxation. 

There is no reason why a farmer living in Story county, lowa, should indirectly pay 
taxes to help pay off Des Moines sewer bonds. It is not equitable for a home owner in 
Grinnell to pay for a part of the cost of paving the streets of Davenport. It is not just that 
a coal miner working beneath the ground near Albia should contribute part of his earnings in 
the way of taxes toward paying for a municipal waterworks plant in Webster City. A railroad 
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conductor might live in Council Bluffs, in a home which he has paid for by frugality and 
economy, while earning his living by running a train over into Nebraska. It is not right 
that he should contribute a part of his daily wage in the form of taxes to pay off drainage 
bonds or farm loans in northern Iowa, in a locality in which he has no interest. It is not 
fair that a celery farmer in Kalamazoo, who after a lifetime of hard work owns his farm 
clear of encumbrance, should be obliged to pay higher indirect taxes every year because a 
neighbor across the road, a rival celery grower, has borrowed from the Federal Land Bank 
‘an amount equal to half the value of his farm land and 20 per cent of the buildings, at a 
rate made low because of tax exempt bonds. : 

The civie peace and financial equilibrium of this country is menaced by the ever increasing 
volume of tax exempt securities. Local improvements, in many states, are now nearly all 
financed by tax exempt securities of some form. 

A modern democracy cannot exist half taxed and half untaxed, any more than a 
republic can exist half slave and half free. 

With the growing burden of extraordinary war taxes added to the contributions required 
for public expenses of the usual character, unless the tax burden is equalized, its weight 
will be heavier. 

Individuals and corporations with their capital invested in tax exempt securities will be 
able to shirk the burden of taxation which must be carried by their less fortunate neighbors. 
Large amounts of money are required for government purposes, municipal, state and national. 
Part of this is raised by direct taxation and part by indirect taxation. 

The great problem of the present time is to equalize the burden of taxation so that all 
persons and property may bear their just proportions. If one class of property is relieved 
from taxation, it to the same extent adds to the taxes borne by other property. The gross 
amount of taxes raised is not reduced. ‘The expenses of the government must be met. The 
taxes are apportioned to the persons and property subject to taxation. 

A continuance of our present reckless system of exempting securities from taxation will 
result in the creation of a favored class of tax exempt aristocrats who, while enjoying all the 
benefits of public utilities and police protection, will contribute nothing to their maintenance. 
This situation will also cause serious dissatisfaction among the masses of wage earners and 
property holders who will resent the injustice of being compelled to carry the entire burden. 

It is impossible now and it would be unjust, if possible, to enact any laws depriving 
securities already issued of their tax exemption features. The remedy will be to enact laws 
requiring future issues of securities to bear their just proportion of the public burden. Con- 
gress can correct the blunders of the past regarding future issues of Federal Land Bank 
bonds and it can prevent the exemption of Personal Credit Bank bonds. The several states 
regulate the taxation of their municipal securities and no state will be dependent upon 
other states or upon national legislation in enacting laws requiring future issues of local 
‘securities to bear their fair share of local taxes. 

The theory of prosperity by tax exemption is as alluring as the free silver theory or the 
fiat money doctrine or the perpetual motion illusion. All of these delusions have had many 
followers who lived in a fool’s paradise until the collapse came. Panics and other destructive 
reactions follow great public economic blunders. Intelligent agitation can prevent public 
mistakes and save loss. The advocates of tax exempt government banks, tax exempt govern- 
ment grocery stores and tax exempt securities will have many followers until the collapse 
comes, unless the fallacies of their plans are exposed. There is no probability their H. R. 
No. 8827 will pass at this session of congress, but the sentiment in its favor and in favor of 
similar impracticable idealistic schemes will continue to grow unless the errors of the propa- 
ganda are exposed. A counter campaign of education by practical, conservative business 
men, started now, will be more effective than if delayed until after the delusions obtain a 
stronger hold on the public mind. 


LOANING TO AN ENEMY ALIEN 


A member of the association asks if it is safe to make farm loans to a 
German or Austrian who has taken out his first papers only. A further sug- 
gestion is made that the borrower might settle the trouble by taking out his 
second papers. . 

Inquiry made in Chicago shows that many leading mortgage firms have for 
years practiced the policy of loaning only to citizens of the United States. 

During the war citizens of enemy countries will not be permitted to become 
citizens of this country. An alien having his first papers will be required to 
wait until peace is declared before becoming a citizen, 
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Loaning to a peaceful alien living in the United States would not subject 
the person loaning the money at the present time to any of the penalties of the 
‘““Trading with the Enemy Act.’’ If the President issues a proclamation 
including German or Austrian aliens living in the United States within the 
terms ‘‘enemy’’ or ‘‘ally of enemy,’’ the making of a loan after the proclama- 
tion went into effect would be punishable. 

Hon. A. Mitchell Palmer, alien property custodian, in speaking of the 
property liable to seizure, says: 

‘‘Tt does not inelude the property of law-abiding resident aliens, which 
under the present law is not seizable. 

‘The test of enemy character of property is solely one of residence, a fact 
not yet understood by everybody. Nationality cuts no figure in the matter. 
Within the meaning of the Act the property of American citizens can be 
seized, if those citizens are residing within enemy lines, while the property 
of unnaturalized German citizens residing in this country, if not engaged in 
any pernicious activity against the. government of the United States, may not 
be molested. 

‘‘There is no reason whatever why peaceable German or Austrian resi- 
dents should be concerned about their property here, whether real or personal, 
or their funds such as cash in banks, postal savings securities or other invest- 
ments.’ 

Mr. Palmer at length explains that it is his duty to take charge of enemy- 
owned property as a trustee. He takes charge of the interest owned by an 
enemy alien. If an enemy alien owns stock in a railroad or a factory, or an 
equity in other property, he does not seize the entire property of the railroad, 
or factory, unless the enemy owns a controlling interest. The proceeds of 
the properties sold are held in trust for the owners until after the war. Mr. 
Palmer adds: ‘‘It is hardly necessary to say that the United States govern- 
ment has no intention or desire to profit from these foreign holdings. It only 
insists that these wealth-producing properties, making profits in this country, 
shall not be utilized against America, either in the form of material or 
money.”’ 

Answering the questions asked by our correspondent, the general counsel 
of the Farm Mortgage Bankers Association submitted the following reply: 


McCULLOCH & McCULLOCH 
LAWYERS 


112 W. Adams St., Chicago, Ill., June 29, 1918. 
Mr. E. D. Chassell, Secretary, 
Farm Mortgage Bankers Association, 
Chicago, Ill. 


DEAR MR. CHASSELL: 


With reference to your inquiry concerning the “Trading with the Enemy Act,” we 
beg to advise you as follows: 

The words “enemy” and “ally of enemy” are defined in, the Act as being any 
individual, partnership or other body of individuals of any nationality, resident 
within the territory of any nation with which the United States is at war, or resi- 
dent within the territory of any nation which is an ally of a nation with which the 
United States is at war, or resident outside the United States and doing business 
within such territory. Therefore, the Act does not apply to aliens who may be 
residing within the United States. The Act provides, however, that the President: 
may, if he finds the safety of the United States or the successful prosecution of the 
war, shall require, by proclamation, include within the terms “enemy” and “ally 
of enemy” such other individuals or body or class of individuals as may be natives, 
citizens or subject of any nation with which the United States is at war, or of any 
nation which is an ally of a nation with which the United States is at war, wherever 
resident or wherever doing business. 
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So far as we are informed the President has not as yet made any proclamation 
under the provisions of this Act. There is a possibility, however, that the Act may 
be extended to include alien enemies residing in the United States. 

As the matter now stands, we see no valid legal objection to loans made to 
alien enemies who are residents of the United States. Owing to the uncertainties 
of the future and the possibility of internment of alien enemies such loans will, 
however, doubtless be difficult to market. 

We would also call your attention to the fact that taking out first papers 
does not change the status of an alien enemy. He is considered in law as an alien 
enemy until the final papers are taken out. 

Yours truly, 
McCuttocu & McCuLtocn. 


SUGGESTED AMENDMENTS TO JOINT STOCK LAND 
BANK ACT 


EXPLANATION OF WORK DONE TO DATE 


During the past year the Federal Legislative Committee of this association 
has had in course of preparation a bill amending the Joint Stock Land Bank 
section of the Federal Farm Loan Law. The necessity for such amendments 
was discussed in the April issue of the Bulletin. Frequent meetings have 
been held and several consultations with authorities at Washington. In the 
original law the section specifically relating to Joint Stock Land Banks is short 
and in certain instances it is stated that said banks are granted certain rights 
and powers the same as Federal Land Banks, these being referred to in other 
sections of the bill. The committee deem it best to make the section relating 
to Joimt Stock Land Banks complete in itself, without referrnig to other 
sections of the law. For this reason the suggestive bill prepared is much 
longer than the original section 16, as it repeats language from other parts of 
the Act. 

In the original suggestive draft of the bill several provisions were incor- 
porated which do not appear in the draft herewith printed. The committee 
decided that it would be expedient to drop them in order to abbreviate the 
proposed measure and to eliminate less essential features, hkely to cause 
opposition and detract from the probabilities of securing the passage of the bill. 

In perfecting this bill the committee aims to create a measure which will 
permit all persons engaged in the mortgage business to come within the pro- 
visions of the Act. Companies of large capital could organize individual 
Joint Stock Land Banks, and companies of small capital could obtain equal 
privileges and benefits by taking stock in centrally located Joint Stock Land 
Banks through which they could conduct their business. 

The bill has not been introduced in Congress. Chairman F. W. Thompson 
of the Federal Legislative Committee now has the measure under consider- 
ation with some members of Congress as well as with the other members of 
the committee with a view to still further strengthening the measure. 

It is thought best to have the bill as near perfect as possible before pre- 
senting it to Congress. Nothing has been lost by delaying the introduction 
as war measures now have the right of way and other legislation does not 
receive attention. 

THE COMMITTEE’S ARGUMENT 

The committee prepared an argument covering the principal changes 

desired, from which the following has been compiled: 


AMENDMENT OF SECTION 6.—The purpose of an amendment to section 6 
is, by declaration of law, to make all banks organized and operating under this 
Act, Governmental Agencies and to bring such institutions into closer and more 
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intimate relationship with Governmental activities. Bonds of Joint Stock Land 
Banks are by law declared to be “instrumentalities of the government.” The consti- 
tutionality of that provision is questioned and it has not been passed upon by any 
court.” It is thought that this feature of the law will be strengthened by this 
amendment. 

EXTENSION OF TERRITORY. AMENDMENT OF SECTION 16.—Under the present Act, 
a Joint Stock Land Bank may make loans only in the state in which it is located 
and one adjoining state. The proposed amendment removes this restriction and 
authorizes loans to be made anywhere in the continental United States, except Alaska. 

It is fundamentally necessary to remove, as far as possible, restriction as to 
territory in order to induce capital to invest in a permanent investment business. 
Two elements are fundamental in conducting a successful mortgage business: one 
an adequate supply of mortgages, and the other an adequate supply of funds. The 
only logical limitation of the field from which loans may be derived by any insti- 
tution is fundamental and accurate knowledge of values and conditions prevailing 
in the particular locality, and ability to adequately organize that locality to con- 
duct an economically safe business. 

Several good reasons exist. which require a successful mortgage institution to 
extend its territory, viz: 

(a) Many old and established mortgage houses have an established clientele 
educated in a particular field, and can not, without great difficulty, be induced to 
change their investments to another field, even though such investments are placed 
by the same mortgage houses. To illustrate, certain investors will purchase securities 
where the mortgaged premises are located only in the highest and most thoroughly 
developed agricultural sections; others will accept, and sometimes prefer, loans 
in the newer developed sections where those sections are being rapidly developed and 
prospects good for rapid increase in land values. Some desire loans only in the 
Corn Belt, others on delta lands; others on wheat lands and others in stock-raising 

- localities. Some favor the small individual farm mortgage, while others accept grazing 
land, stock farms, drained lands or irrigated lands or general agricultural sections 
of large areas and amounts. All of these classes must be adequately served by the 
successful mortgage houses; hence it is necessary for a wide range of territory in 
which to operate. ; 

(b) Where mortgages. are scattered over a comparatively wide area, the vary- 
ing crop conditions will not likely affect more than a small portion of such mort- 
gages. The investments as a whole become more stable, more satisfactory and a much 
higher economic banking principle is served by such diversification. 

(c) State legislation often makes it undesirable to loan in a particular state 
and very desirable to loan in some other or adjoining state. 

(d) Competition, ability to place loans in a locality or not, ability to sell loans 
in a particlar locality or not, often compel the adding, releasing or shifting of loan 
territory. 

(e) Many existing established mortgage houses already have efficient organ- 
izations built at large expense of money and time, in fields larger than the present 
Act permits. . 

(f) Curtailment of territory in which a bank may be located will, by the eco- 
nomic law, remove competition. Competition together with the law of supply and 
demand is found to be the most healthful regulator of rates. A broadened field of 
operation is supported by this law. ; 

(g) Capital and experience essential for conducting an investment business of _ 
the extent required by the Act, are often found already located at a distance from 
the field most requiring the benefits of the Act. 

The economic laws underlying a well developed mortgage business, including the 
placing of mortgages and marketing same, require that the territory or field in 
which any institution may operate should not be limited except in rare conditions. 
The economic law, which each successful bank will of necessity follow, will pro- 
hibit such bank from entering a territory in which it can not successfully operate. 
The present limitation to two states is entirely out of line with these fundamental 
principles. The territory should be broadened. The economic laws of business can 
be relied upon to operate as a curtailment or limitation of the territory in which 
each bank operates. . 

LIMITATION OF Bonpd IssuEr.—The Act now limits the bond issue that can be 
made by a Joint Stock Land Bank to fifteen times its capital and surplus. The pro- 
posed amendment enlarges this limitation to twenty times its capital and surplus. 

The fundamental purpose of limiting the amount of bonds any bank may issue 
is to maintain a proper balance between capital on the one hand and bond obliga- 
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tions on the other and thereby insure safety to the institution and to its bond- 
holders. Federal land banks are permitted to issue bonds to the amount of twenty 
times their capital and surplus. The same provision should prevail as to Joint 
Stock land banks. In the light of experience of other lines of business and of the 
farm mortgage business in other countries, the relation of bonds to capital of twenty 
to one is reasonable, equitable and safe and will prove satisfactory. 


Successful service is based upon experience, a correct understanding of terri- 
torial problems, the hazards of the business, with the knowledge of placing invest- 
ments that will be satisfactory to investors on whom ultimately any institution must 
rely if it achieves success. Only high-class institutions should be permitted to or- 
ganize under the Act. The Federal Farm Loan Board has right of supervision and 
control. If this is done there is no logical reason apparent for not giving to these 
banks the same privilege of bond issue as is accorded to Federal land banks. All 
operate under the same Act, governed by the same Board, loan in the same general 
localities and do the same class of business, generally speaking. Equity and justice 
in dealing with such institutions requires that they be placed on the same basis as 
the other banks. 


INCREASE IN LIMITATION OF RATE.—The amendment proposed to fix the mini- 
mum interest rate at six and one-half per cent, which shall include commissions, 
instead of six per cent as fixed by the Act. 

: A legislative rate does not necessarily establish the rate in any line of busi- 
ness. If the legislative rate is too low, the business will suffer thereby. If it so 
maintains over a long period, the result will be decayed business or a business 
vastly impaired by reason of a rate made too low by legislative mandate. Capital 
in such cases will seek other lines of investment. This is fundamental. It is a 
well-established economic law. It needs no discussion to prove its force. This rule 
is illustrated now and emphasized more than it has been at any one period during 
many years. When one places his securities on the market he is governed by the 
economic law which controls that security and the rate underlying it. That law 
is inflexible. If the rate is too low, the security will not be sold, except at a sac- 
rifice. If the rate be high, then competition and the economic law of supply and 
demand with other fundamental elements, will reduce the rate to a proper level. 

Generally speaking, rates on farm mortgages are governed by the following 
general principles: 

1. Desirability of security; prevailing local conditions; crop adaptabilities; 
record of individual and community capacity to use money protitably and make 
sure returns thereon; all of which comprise credit, which means financial trust- 

- worthiness. 

2. General financial conditions beyond the reach or control of either lender 
or borrower; opening or closing of the reservoirs of available supply. 

3. Competition. 

Against none of these causes can legislation positively or continuously contend. 

The act which was enacted before America entered the war fixes the rate that 
prevailed at a time of exceptional prosperity and abundance of supply as a perma- 
nent maximum rate for all conditions and all sections. The maximum should pro- 
vide reasonable latitude for adverse conditions, and different localities. 

There is a great variation in the expense of conducting business, based on size 
of loans—$500 to $10,000; sparser settlement and isolated locations; expense of 
appraisal and title examination; volume of possible business from locality; type 
of loans and title, as ranches, stock farms, irrigated lands and Indian and other 
complex and unusual classes of titles. 

It may be contended that fees for examination of title and appraisal should be 
charged in lieu of a higher rate of interest intended to cover these charges. It 
is the universal experience of lenders on farms that the farmer prefers to have 
the charges absorbed by a slightly higher rate extending over the term of the loan, 
rather than to have them deducted at’ the outset from the proceeds of the loan. The 
argument for this policy is analogous to the argument in favor of amortized loans. 

Furthermore, experience shows that it is neither feasible nor expedient to charge 
fees proportioned on the expense involved in each case. A fixed fee based on the 
law of averages, on the other hand, would work unbearable hardship on the bor- 
rowers of small amounts. 

The Federal land banks are peculiarly favored by the function of the national 
farm loan association. The banks authorized under section 16 can not avail them- 
selves of this feature; they must pay for their loans. 

The stock banks must earn fair dividend in order to succeed and endure as 
sound, active institutions. Dividend earning capacity is not an essential of the Fed- 
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eral land banks; dividend is not permitted to the United States Treasury owned 
shares. 


A reasonable advance in the maximum rate is the logical means of assuring 
flexibility of rates according to conditions, exigencies and necessities. This rule 
has been emphasized by the experience of the last year. 


MortTeacGes PrERMITTED.—The present act limits the joint stock land banks to 
one kind and character of loan; that is, an amortized loan which will retire the 
loan at its maturity by means of level annual or semiannual payments. This prin- 
ciple goes against the fundamental requirements, needs and practices well estab- 
lished “and well recognized in the farm loan business. 

(a) The amendment empowers the banks to make an amortized loan with 
level annual or semiannual payments, to retire the loan at maturity. 

(6b) Or a loan whereby certain payments are required at regular intervals, 
annually. or semiannually, on account of principal, with balance of principal due 
at maturity. 

(ec) Or where all of the loan is due at one time. 

(d) To sell mortgages without recourse. 

(e) With limited power to invest in general municipal bonds, unlimited power 
to invest in Government bonds. 

The purpose of the Act as declared in preamble is “To provide capital for agri 
cultural development.” Various sections of the country need loans adapted to their 
particular purposes. Some sections desire the long-time loans in small annual pay- 
ments and others desire a short-term loan with either a small annual payment or 
no payment until the maturity of the loan. 


In order to develop each particular section of the country we must have a loan 
adapted in a peculiar way to such section. In order to meet the purposes of the 
Act it is necessary to have a loan of the kind and character and term required 
for the needs of such local community. 


The material essentials are that all loans shall be of the highest quality ; that 
they shall furnish adequate response to the legitimate needs and terms desired 
by the farmer; that they shall be placed under the strict supervision of the Federal 
Farm Loan Board. When loans are so provided the borrower will be adequately 
served. The safety of the investor, as well as the bank placing the loan, will be 
conserved and the purpose of the Act will be fulfilled. 


These general provisions are essential to the development of agricultural com- 
munities. They are fundamentally necessary in the organization of a successful, 
well-balanced land bank or mortgage institution. These principles have been tested . 
and their correct application is shown today by experiences of the old-established 
well-organized and suecessful mortgage institutions. 


SUPERVISION.—To the Federal Farm Loan Board, by the terms of the proposed 
amendment, is given broad powers over the organization, operation and liquidation 
of Joint Stock land banks. Their relation to such banks is very similar to the rela- 
tion of Comptroller of Currency to National Banks. It has been our aim and pur- 
pose to follow, in these proposed amendments, the analogy and language of the Na- 
tional Banking Act so far as practicable to the provisions of the proposed amend- 
ments and as far as possible to preserve the language of the Federal Farm Loan Act. 


PoWERS OF BANKS.—By the proposed amendment the powers of the bank are 
increased in several respects, viz: 

(a) They are expressly authorized to sell mortgages without recourse. 

-(b) To purchase farm loan bonds, municipal bonds of all kinds to an amount 
not exceeding the amount of money on deposit awaiting investment and the collec- 
tions upon mortgages and bonds held for investment or re-investment; no limita- 
tion upon the amount of Government Bonds they may purchase. This is essen- 
tial in order that funds on hands may be kept at a maximum of earning capacity. 

(c) To borrow money and give security therefor. 

(d) To issue farm loan bonds upon Ot ERB and other securities under the 
direction of Federal Farm Loan Board. 

(e) To go into voluntary liquidation. The right of voluntary liquidation 
under proper supervision with due regard to the interests of the public should be 
permitted to every private corporation. Joint stock land banks ask to be put 
on the same plane as National Banks in this respect. 


The powers of the banks under the proposed amendment are Sli analyzed, 
‘designated and limited under Section 16 of the proposed Act, and especially sub- 
section 5 thereof, wherein the powers of such banks are given and defined in detail. 
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The powers proposed are not only incidental, but are necessary to the suc- 
cessful operation of a loan business covering much magnitude. This has been dem- 
onstrated for more than a generation in the operation of the most successful mort- 
gage houses in this country. : 

SAFEGUARDING SECURITIES.—Section 19 is amended to make a more detailed 
provision for the method of handling securities deposited with the registrar and 
upon which bonds are issued. 

The purpose of this amendment is apparent. We can not throw too many 
safeguards around the preservation, care and custody of the securities with the var- 
ious registrars. These securities will be tremendous in volume and the responsi- 
bility of the registrars will be great. In fact, many of the strongest mortgage men 
are decidedly in favor of a provision of the law authorizing only Trust Companies, 
which are members of the Federal Reserve System, to act as registrars. We do not 
insist wpon this in our proposed amendments, but it is a suggestion worthy of 
consideration. The securities in the hands of a registrar should not be assigned, but 
he should be authorized, when same are deposited with him, to use them for the 
purpose designated in the depositing agreement under the terms of the Act. This 
does not require an assignment or an endorsement of the securities themselves 
to the registrar further than may be provided for in the agreement under which the 
securities are deposited. Assignments written upon security would be an object- 
ionable defacement in case of their withdrawal for the purpose of substitution of 
others or for other reasons. . 

The Farm Mortgage: Bankers Association of America submits these amend- 
ments to adapt the Act to the purposes for which it was intended and for which 
two years of practical experience shows it to be inadequate in its present form. 


THE PROPOSED BILU 


The bill herewith following is the result of the work of the committee 
to date: 

To amend sections six, sixteen. and nineteen of the Federal Farm Loan Act, 
approved July seventeenth, nineteen hundred and sixteen. 

BE IT ENACTED by the Senate and House of Representatives of the United 
States of America in Congress assembled. 

SecTIon 1. That Section Six of the Federal Farm Loan Act is hereby amended 
and re-enacted to read as follows: } 

SecTION 6.—Al]l Banks now or hereafter organized under:this Act shall be 
governmental agencies and as such shall be eligible for designation by the Secretary 
of the Treasury as depositaries of public moneys of all kinds, except receipts from 
customs, and when so designated shall receive such moneys and pay them out accord- 
ing to rules and regulations made and prescribed by said Secretary, and shall pay 
such interests upon all such deposits as may be prescribed by the Secretary of the 
Treasury. Said Banks shall be financial agents of the Government for selling 
United States Bonds, collecting the purchase price thereof and remitting same 
according to the regulations and requirements prescribed by the Secretary of the 
Treasury. Said Banks shall also be financial agents of the Government and as such 
shall pay, without charge, upon request and presentation, interest coupons on any 
bond issued by the United States. Said Banks may buy and sell Treasury Certifi- 
cates or other obligations of the United States issued by authority of law upon terms 
and regulations ordered and prescribed by the Secretary of the Treasury. Upon 
receiving any funds belonging to the United States, all land banks shall issue such 
certificates of indebtedness or other evidences of such deposits as may be required 
by the Secretary of the Treasury. Any such certificates as issued by any bank 
shall be redeemed and paid by such Bank at the discretion of the Secretary of the 
Treasury or according to such provisions as he may prescribe. Said Banks shall 
also perform such other and further duties as such financial agents of the United 
States as may be prescribed from time to time by law or by order or discretion of 
the Secretary of the Treasury. 

When funds or securities of the United States are deposited with the Banks 
by the Secretary of the Treasury of by provisions of law, then said Secretary 
shall require from such Land Banks such security as may be necessary to cover 
all such deposits and shall accept as such security, bonds of the United States or other 
securities acceptable to the Secretary of the Treasury, and the condition of such 
deposit or obligation on the part of such Banks acting as such depositaries of 
public moneys or securities, shall be for the safe keeping and prompt payment and 
delivery of such moneys and securities and for the faithful performance of their 
duties as financial agents of the Government; funds deposited under the provis- 
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ions of this Section shall not be invested by such Land Banks in mortgage loans 
or bonds of any bank organized under this Act, provided, that nothing in this 
Section contained shall be construed to repeal or modify the provisions of Section 
32 of the Federal Farm Loan Act. 


SECTION 2.. That Section Sixteen of the Federal Farm Loan Act, approved 
July seventeenth, nineteen hundred sixteen, is hereby amended and reenacted to 
read as follows: 


SECTION 16. That corporations, to be known as Joint Stock Land Banks, for 
carrying on the business of lending money upon, and for buying and selling notes 
and bonds secured by mortgages or trust deeds on land adaptable to agricultural 
or grazing purposes, and for issuing farm loan bonds thereon, and for buying and 
selling and lending upon other securities defined by this Section, may be formed 
by any number of natural persons not less than five (5); such persons shall make 
an organization certificate which shall specifically state: : 

(1) The name assumed by said corporation, which name shall inelude the 
words Joint Stock Land Bank and shall designate the particular city in which its 
principal office is to be located; 

(2) The amount of its capital stock and the number of shares into which 
the same is to be divided provided that every Joint Stock Land Bank organized 
under this Section shall by its Articles of Association permit an increase or 
decrease of its capital stock from time to time, subject to the approval of the Fed- 
eral Farm Loan Board; 

(3) The names and places of residence of the shareholders and the number of 
shares held by each of them and the names and places of residence of the first 
Board of Directors, and the Board of Directors of every such Joint Stock Land 
Bank shall consist of not less than five (5) members; 

(4) The fact that the certificate is made to enable such persons to avail 
themselves of the advantages of this act. 

The organization certificate shall be acknowledged before a Judge or Clerk 
of some Court of Record or before a Notary Public and shall be, together with. the 
acknowledgment thereof authenticated by the seal of such court or Notary Public, 
transmitted to the Farm Loan Commissioner who shall record and carefully preserve 
the same in his office where it shall be at all times open to public inspection. 
Upon the receipt of such organization certificate the Farm Loan Commissioner shall 
cause an examination to be made at the expense of the Bank to determine whether 
or not fifty percent. (50%) of its capital stock has been paid in and all other pro- 
visions of this section have been complied with. If, after such examination, or other- 
wise, it appears to him that at least fifty percent (50%) of its capital stock has been 
paid in and all.other provisions of this Section have been complied with, he shall give 
to such Bank a certificate under his hand and seal that such Bank has complied with 
the provisions of this Act and is authorized to transact business, and no such Bank 
shall transact any business except such as is incidental and necesarily preliminary to 
its organization, until such certificate shall have been issued. 

Upon the issue of such certificate of authority to transact business the Bank 
shall become as from the date of the execution of such organization certificate a 
body corporate and as such and in the name designated in the organization cer- 
tificate, it shall have power— 

First: To adopt and use a corporate seal; 

Second: To have succession until it is dissolved by Act of Congress, or under 
the provisions of this Act; 

Third: To make contracts; 

Fourth: To sue and be sued, complain, interplead and defend in any court, ~ 
law or equity, as fully as natural persons; 

Fifth: To loan money and to take as security for the repayment thereof, 
(a) mortgages or trust deeds on lands adaptable to agricultural or grazing pur- 
poses, situated ayxywhere within the continental United States, excluding Alaska, and 
(b) such other securities as are defined by this Act; to buy and sell without 
recourse (a) notes and other evidences of indebtedness secured by mortgage or trust 
deed on lands adaptable to agricultural or grazing purposes, and (b) such other 
securities as are defined by this Act; to assign and transfer mortgages without 
recourse; to buy, sell or loan upon or against bonds and obligations of the United 
States; to issue subject to the approval of the Federal Farm Loan Board such bonds 
as are authorized by the provisions of the Federal Farm Loan Act at a rate fixed in 
the bonds not exceeding five and one-half percent (514%) per annum, and to buy, 
sell and retire such bonds; to deposit first mortgages and other securities qualified 
under the provisions of this Act in trust with the farm loan registrar for the land 
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bank district in which the principal office of the. Joint Stock Land Bank is located, 
to be held as security for its bonds; to acquire, hold and dispose of such property 
real and personal as may be necessary or convenient for the transaction of its busi- 
ness which, however, may be in part leased to others for revenue purposes; to 
acquire, hold and dispose of parcels of land acquired in satisfaction of debts, or 
purchased at sales under judgment, decrees, mortgages or trust deeds held by it; 
but no such bank shall hold title and possession of any real estate purchased or 
acquired in satisfaction of debts or at sale under judgment, decree, mortgage or trust 
deed, for a longer period than five (5) years, except with the special approval in 
writing of the Federal Farm Loan Board; to deposit its current funds subject to 
check with any member of the Federal Reserve System, and to receive interest on 
the same as may be agreed; to accept deposits not subject to check but awaiting 
investment in securities of the bank and to pay interest thereon, and to purchase 
farm loan bonds issued by any bank authorized to do business under this act and 
bonds of any state, county, district, municipality or other subdivision of any state, 
provided that said banks shall not be limited in the amount of Government Bonds 
they may buy, sell or loan upon; to borrow money, give security therefor and pay 
interest thereon; to charge applicants for loans and borrowers such fees, expenses 
and charges as are provided for in subsection Nine of Section Thirteen, and other 
Sections of this Act; 

Sixth: To elect or appoint Directors, and by its Board of Directors to elect or 
appoint a President and one or more Vice-Presidents, a Cashier, or Treasurer and 
Secretary, and to elect or appoint other officers; to define their duties and to require 
bonds of them and fix the penalty therein and by action of its Board of Directors 
to dismiss any such officers at pleasure and to appoint others to fill their places; 

Seventh: To prescribe by its Board of Directors, subject to the provisions and 
regulations of the Federal Farm Loan Board, By-Laws not inconsistent with law, 
regulating the manner in which its stock shall be transferred, its Directors elected, 
its Officers elected or appointed, its property transferred, its general business con- 
ducted and the privileges granted to it by law exercised and enjoyed; 

Kighth: To exercise by its Board of Directors or duly authorized officers or 
agents, subject to law, all such incidental powers as shall be necessary to carry on 
the business herein mentioned. 

Each shareholder of any such Bank shall have the same voting privileges as 
holders of shares in National Banking Associations. 

Shareholders of every Joint Stock Land Bank shall be held individually responsi- 
ble, equally and ratably (severally), and not one for another, for all contracts, debts 
and engagements of such Bank to the extent of the amount of the stock (owned by 
them) at the par value thereof, in addition to the amount (paid in and represented 
by their) shares. 

No Joint Stock Land Bank shall be authorized to do business until capital stock 
to the amount of at least Two Hundred Fifty Thousand Dollars ($250,000) divided 
into shares of the par value of One Hundred Dollars ($100) each, shall have been 
subscribed, one-half thereof paid in cash and the remainder subject to call by the 
Board of Directors. 

Joint Stock Land Banks shall not be subject to the provisions of Sections. Ten 
or Twelve or subsection (b) of Section Seventeen of this Act. 

No Joint Stock Land Bank shall loan at a rate of interest exceeding six and 
one-half (644%) per annum, nor at a rate of interest exceeding by more than one 
per centum per annum the interest rate in the last series of bonds issued by it. 

No loan shall exceed fifty percent (50%) of the value of the land mortgaged 
plus twenty percent (20%) of the value of the permanent insured improvements 
thereon. In making such appraisal, the value of the land for agricultural or grazing 
purposes shall be the basis of appraisal, and the earning power of sucn land shall be 
a principal factor. A re-appraisal may be permitted at any time in the discretion of 
the Joint Stock Land Bank and such additional loan may be granted as the re-appraisal 
will warrant under the provisions of this Section. If the amount of a loan applied 
for exceeds the amount that may be loaned under the appraisal as herein provided, 
a loan may be granted to the amount permitted under the terms of this Section with- 
out requiring a new application or appraisal. 

The Federal Farm Loan Board shall have the power to prescribe forms of 
appraisal reports for farm loans made by banks organized under this Section. Loans 
may be made for any length of time not exceeding forty (40) years, to be repaid on 
an amortization plan, according to amortization tables, issued from time to time by 
the Federal Farm Loan Board, or to be repaid in other installments or in one sum. 
No loan shall be made which is not secured by First Mortgage or Deed of Trust, on 
land as in this Section provided. 
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Every borrower shall pay simple interest on defaulted payments at a rate not to 
exceed the highest rate allowed to be contracted for by the laws of the State in 
which the mortgaged land is situated, not exceeding, however, eight percent (8%) 
per annum, and by express covenant in the mortgage or trust deed, the borrower shall 
undertake to pay when due all liens, judgments, insurance premiums, assessments 
and taxes which may be a lien upon or assessed against the mortgaged property, 
liens, judgments, assessments, insurance premiums; and taxes not paid by the mort- 
gagor when due and which are paid by the mortgagee, trustee or, beneficiary, shall 
become a part of the mortgage debt and shall bear simple interest at a rate not to 
exceed the highest rate allowed to be contracted for by the laws of the State in 
which the mortgaged land is situated, not exceeding, however, eight percent (8%) 
per annum. Every borrower shall undertake to keep insured, to the satisfaction of 
the Joint Stock Land Bank, all buildings the value of which shall be a factor in 
determining the amount of the loan and shall deliver all policies to the Joint Stock 
Land Bank. Insurance shall be made payable to the mortgagee, trustee or beneficiary, 
as its interests may appear at the time of the loss. Subject to the general regulations 
of the Federal Farm Loan Board, at the option of the mortgagor, sums received 
from insurance may be used to pay for re-construction of the buildings destroyed, and 
if not so used shall be credited on the principal of the loan as of the maturity of 
the next interest payment. 

Every borrower who shall be granted a loan under the provisions of this Act 
shall enter into an agreement incorporated into the mortgage or trust deed, that if 
the whole or any portion of his loan shall be expended for purposes other than 
those specified in his original application, or if the borrower shall be in default, in 
respect to any condition or covenant of the mortgage, the whole of said loan shall, 
at the option of the mortgagee, become due and payable forthwith. 

Joint Stock Land Banks may make first mortgage farm loans as permitted by the 
provisions of this Section, based upon their own appraisements, and sell such loans 
without recourse on them in any event. Joint Stock Land Banks may make first 
mortgage farm loans as permitted by the provisions of this Section and offer the 
same as security for an issue of Joint Stock Land Bank bonds, after the lands 
included in said mortgages shall have been appraised by a regular or special land 
bank appraiser. Whenever the Federal Farm Loan Board shall satisfy itself by 
appraisement or other means that the security offered for such bond issue is as 
required by this section, said Board shall authorize appropriate bonds to*be issued 
as provided by law. No bonds shall be issued by a Joint Stock Land Bank without 
the consent and approval of the Federal Farm Loan Board. The cost of the appraisals 
as herein required shall be at the expense of the bank requesting same to be made. 

Every farm loan bond issued by a Joint Stock Land Bank shall be signed by its 
president or vice-president, and attested by its secretary or assistant secretary, the 
corporate seal affixed, and shall have endorsed thereon a certificate signed by the 
Farm Loan Commissioner to the effect that it is issued under the authority of the 
Federal Farm Loan Act, has the approval in form and issue of the Federal Farm 
Loan Board, and is legal and regular in all respects; that it is not taxable by 
National, State, municipal or local authority; that it is issued against collateral 
security of United States Government bonds, or assigned first mortgages on farm 
lands, at least equal in amount to the bonds issued. 

No Joint Stock Land Bank shall have power to issue or obligate itself for 
outstanding farm loan bonds in excess of twenty times the amount of its capital 
stock and surplus, or to receive deposits or to transact any banking business or 
other business not expressly authorized by the provisions of this Act. 

Farm Loan Bonds issued by Joint Stock Land Banks shall be so engraved as 
to be readily distinguishable in form and color from farm loan bonds issued by 
Federal Land Banks, and shall otherwise bear such distinguishing marks as the 
Federal Farm Loan Board shall direct. . 

No lien, or mortgage or trust deed, securing the same, shall be impaired or 
invalidated by reason of the exercise of any power by any Joint Stock Land Bank in 
excess of the powers herein granted or contrary to any of the limitations hereof. 

After having made provision satisfactory to the Federal Farm Loan Board for the . 
payment of any bonds issued by it, any Joint Stock Land Bank may, under the 
regulations prescribed by the Federal Farm Loan Board, go into voluntary liquidation 
and be closed by the vote of its shareholders owning two-thirds of its capital stock. 
In case of any proceedings for the voluntary liquidation of any Joint Stock Land 
Bank after payment to each and every creditor of such Bank whose claim shall have 
been proved or allowed, the full amount of such claim and all the expenses of the 
receivership, the affairs of such Joint Stock Land Bank shall be settled in conformity 
with the Federal Statutes providing for the liquidation of national banks. 
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Involuntary liquidation of Joint Stock Land Banks, declaration of insolvency 
thereof and appointment of receivers therefor shall be governed by the provisions of 
Section 29 of this Federal Farm Loan Act, provided, however, that no Joint Stock 
Land Bank shall be declared insolvent or placed in the hands of a receiver until 
after ten (10) days’ notice in writing to such Bank and if such Bank deny that it 
is in default upon any obligation, it may at that time within ten (10) days after 
such notice, apply to the nearest District Court of the United States to enjoin further 
proceedings in the premises, and such court, after citing the Farm Loan Commis- 
sioner to show cause why further proceedings should not be enjoined, and after the 
decision of the court or the finding of the jury that such Bank is not in default upon 
any obligation, shall enter an order enjoining the Federal Farm Loan Board and any 
receiver acting under its direction from any further proceedings on account of such 
alleged default. 

Should any provision of this Section be or become in conflict with any other 
Section, sentence, or clause of the Federal Farm Loan Act, then and in every such 
case, the provisions of this Section shall prevail over the part of the Federal Farm 
Loan Act in conflict therewith; but, where any provision of said Act is not covered 
by a specific or special provision of this Section, then and in such cases the provisions 
of said Act shall prevail and govern. 

Section 3. That the third paragraph of Section Nineteen of the Federal Farm 
Loan Act, approved July seventeenth, nineteen hundred sixteen, is hereby amended 
and reenacted to read as follows: 

Whenever the Federal Farm Loan Board shall approve an issue of farm loan 
bonds, the farm loan registrar, or a duly appointed deputy, having the custody of the 
first mortgages and bonds tendered as collateral security for such issue of bonds 
shall retain in his custody those first mortgages and bonds which are to be held as 
collateral security, and shall return to the bank owning the same any of said mort- 
gages and bonds which are not to be held by him as collateral security. The land 
bank which is to issue said farm loan bonds shall transfer to said registrar, by 
assignment, in trust, all first mortgages and bonds which are to be held by said 
registrar as collateral security, said assignment providing for the right of redemption 
at any time by payment as provided in this Act and reserving the right of substitution 
by Federal Land Banks of other mortgages and bonds qualified under Sections 
twelve and fifteen of this Act, and by Joint Stock Land Banks of other mortgages 
and bonds qualified under section sixteen of this Act and Acts amendatory thereof. 
Said mortgages and bonds shall be deposited in such deposit vault or bank as the 
Federal Farm Loan Board shall approve, subject to the control of said registrar or 
such Deputy or Deputies as he may with the approval of the Federal Farm Loan 
Board appoint, and in his name as trustee for the bank issuing the farm loan bonds 
and for the prospective holders of said farm loan bonds. 


The first three days in October are reserved for the National Convention 
of Farm Mortgage Bankers at Kansas City. 


October 1, 2 and 3, National Convention, Kansas City. 


Get your Pullman reservations early for the National Convention of Farm 
Mortgage Bankers Association of America, Kansas City, Tuesday, Wednesday 
and Thursday, October 1, 2 and 3. 


DOING THEIR BIT 


At the national convention of real estate dealers in St. Louis, resolutions 
were adopted tendering to the government all possible aid of the association to 
help win the war. During the past year the president of the association and 
at times a special committee has stayed in Washington doing war service. 

At the meeting of the board of governors of the Investment Bankers Asso- 
ciation of America held in May a series of patriotic resolutions was adopted 
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tendering to the government the services of its committees in connection with 
the contemplated revision of the income and excess profits tax law, and also 
with regard to an educational campaign to discourage unnecessary capital 
issues in amounts less than one hundred thousand dollars. 

Organizations affiliated with the building industries, including manu- 
facturers and distributors of building materials, architects, contractors and 
engineers will hold a conference at Atlantic City about the middle of July. 
The purpose is to form a national association and to arrange for a central war 
service committee to represent the association continuously at Washington. 


SAN FRANCISCO SENDS AN INVITATION 


The San Francisco Convention and Tourist League, representing the 
citizens of San Francisco, has extended to the Farm Mortgage Bankers Asso- 
ciation of America a cordial invitation to hold the 1919 convention in San 
Francisco. A hearty and enthusiastic welcome is pledged. Arrangements will 
be made for the free use of the new two million dollar auditorium for the 
convention, if it is decided to accept the invitation. 


LUBIN FOR CREDIT BANKS 


David Lubin, delegate from the United States to the International Institute 
of Agriculture in Rome, is one of the world’s great men in the field of farm 
economics. 

He says that the farmers lose money by running store accounts with 
merchants. He contends that they ought to pay cash, but that under the pres- 
ent system they cannot pay cash and are obliged to depend on eredit furnished 
them by home merchants. 

His remedy is to increase the functions of the Federal Land Banks so 
that they may extend a system of personal credits to farmers. According to 
newspaper reports he has formulated a simplified system of farm banking and 
has suggested it to Secretary McAdoo and to Food Comptroller Hoover. 

It is clearly evident that country banks can expect government compe- 
tition soon if Mr. Lubin and his associates can persuade Congress to favor 
their plan. 


CONSTITUTIONAL AMENDMENTS 


The following amendments to the constitution of the Farm Mortgage Bankers Association 
of America, have been proposed for consideration at the annual meeting at Kansas City by 
the committee on constitutional amendment, J. E. Maxwell, chairman. Notice thereof is 
hereby given to all members. A two-thirds vote of the delegates present and voting will be 
required to adopt. 

That Section 1 of ARTICLE II be amended so as to read as follows: 

“Section 1. Any National or State Bank, Trust Company, corporation, partnership or 
individual, in good standing, having a paid-in capital stock and surplus of $25,000 or more, 
and which makes a practice of loaning money on the security of improved farm lands, and | 
publicly offers such securities for sale, as a dealer therein, shall be eligible to membership 
in this Association. 

“Any person, partnership or corporation may become an Associate Member of this Asso- 
ciation who makes and sells mortgages upon real estate or who buys mortgages upon real 
estate for an investment, provided that Associate Members shall have all “the se Scat and 
privileges of the Association except the right to vote.” 
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That Section 1 of ARTICLE III be amended so as to read as follows: 

“Section 1. No entrance fee shall be charged unless the same be fixed by the Board of 
Governors by proper resolution.” 

That Section 2 of ARTICLE III be amended so as to read as follows: 

“Section 2. The annual dues shall be $50, payable in advance of the beginning of each 
fiscal year, provided that the annual dues of Associate Members shall be $10, and “provided 
further when new members are received after the beginning of the fiscal year, the Board of 
Governors shall be empowered to pro rate the annual dues payable by such members for the 
unexpired part of the fiscal year in which such members are received.” 

That Section 3 of ARTICLE II be amended so as to read as follows: 

“Section 3. Any member may be suspended or expelled from the Association for due 
cause upon a two-thirds vote of the Board of Governors, provided that in case of suspension 
or expulsion of any member from the Association by the Board of Governors, the member so 
suspended or expelled shall have the right of appeal to the Association if the appeal is filed 
with the Secretary of the Association thirty days before the next annual meeting of the 
Association, at which time the appeal shall ‘be tried unless for good cause the tr ial is con- 
tinued by the Association.” 

That ARTICLE I be amended to read as follows: 

ARTICLE I. NAME: This Association shall be entitled the REAL ESTATE MORT- 
GAGE BANKERS ASSOCIATION OF AMERICA. 

(This suggestion is made pursuant to a resolution adopted by the Board of Governors.) 


THE STANISLAUS COUNTY PLAN 


California is now leading the country in advanced methods of develop- 
ing agriculture and in financing farmers who lack the capital required for 
most effective operations. The California Development Board is organized 
to promote state development. It is a consolidation of several previously 
organized boards. Its main office is in the Ferry Building, San Francisco. 

The new system seems to be a ‘‘Lend-a-hand’’ movement with the added 
qualification that every hand must have a dollar in it. 

Deseribing the proposed ‘‘big brother’’ financial movement on the part 
of banks and enterprising philanthropic state boosters, Secretary E. E. Bowles 
of the Farmers Committee writes to the Editor of the Bulletin as follows: 

“‘The original plan of the California Development Board to provide a 
fund to loan farmers who had no bank credit has been merged into the Stan- 
islaus County plan of each county underwriting its own loans. 

Under the original plan we loaned a few thousand dollars but soon 
ascertained that there were so many patriotic farmers willing to do more if 
they had credit that we saw we would need the State or National treasury 
behind us. San Francisco having subscribed about $200,000,000 to liberty 
bonds and other drives, could not shoulder the loan alone. 

‘“The underwriting plan is very simple, those with credit loaning it to the 
banks in any sum they desire to subscribe. The subscribers elect five trustees 
who approve and endorse the notes at local banks and the Federal Reserve 
Bank, a branch of the U. 8. Treasury, will discount the notes. The plan is 
being adopted rapidly and I hope will have the cooperation of County Councils 
of Defense. It is the intention to accept the notes of farmers who cannot 
obtain a loan at a bank, tenants and mortgaged owners. No farmer need have 
the slightest hesitancy in applying for a loan for the system is the same as 
that used by banks, railroads, insurance companies, ete., nearly every day 
ns the year; this, however, is the first time it has ever been applied to the 
armer. 

‘“We hope to have the system in operation in practically every county 
in the State by fall, or before the summer fallowing season is over. 
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~ HARDSHIPS OF PIONEERS 


Many well-intentioned people have lost their best friends by favoring 
them with loans of money. It is a peculiar psychological fact that borrowers 
often receive loans as great favors at times when the borrowed money is 
of much benefit. to them, but when pay day comes their gratitude for the 
kindness is turned into hatred. 

The development of new localities has depended largely upon borrowed 
capital, loaned by men who had confidence in the country and in the bor- 
rowers. Hard times, lack of business capacity on the part of the borrower, 
or errors in judgment in meeting the complex problems of a new country 
have often rendered repayment of borrowed money difficult. It is well known 
to students of agricultural development that money loaners have lost enor- 
mous sums loaned in pioneer territory. Had it not been for the liberality 
and the enterprise of the men who furnished much of the capital to the new 
countries, their growth. would have been much slower and it would have 
been accompanied by greater hardships. Money power is as essential as men 
to the development of new enterprises. Both are entitled to credit. 

A certain class of Chautauqua lecturers and other speakers attempt to 
win the applause of their audiences by stating that the men who risked their 
money in loans to settlers are to blame for the hardships of the pioneers. The 
great injustice of attempting to draw such conclusions from a comparison of 
the conditions of the early 70’s with those of the present time is resented by 
an old timer who went through the mill and knows all about it from observation 
and actual experience. He writes as follows: 

‘“When Carl Vrooman, Assistant Secretary of Agriculture, wrote in his 
report published in the Yearbook 1916 of the Department of Agriculture, ‘It 
has been said—and I think with good reason—that more midland farmers’ 
wives died of mortgage during those trying years than of tuberculosis and 
caneer together, and that more farmers’ wives were sent to the mad house by 
mortgages than by all other causes,’ his opinion apparently was influenced 
by his early boyhood impressions of farm mortgages. 

‘“Why people in Government service, holding responsible positions, make 
statements arraying one class against another, is more than I can under- 
stand. No wonder we are drifting to socialism. I can tell him what sent 
the farmers’ wives to the mad house. It was not the mortgage. It was the 
isolation, lack of neighbors, lack of money with which to make improve- 
ments and develop the farm, lack of agricultural knowledge and experience, 
no roads, impossibility of securing experienced medical services readily and 
quickly in eases of illness and particularly in the travails of child-birth 
(frequently the only attendant being the husband). It is a wonder to me 
that the women didn’t die rather than go crazy under those conditions. 

‘“No doubt lack of crops and inability to pay disturbed the farmer in 
those days as it does today, but with the increased population, improved roads, 
telephone service, rural mail delivery and the parcels post bringing the mer- 
chandise of the big cities direct to the door of the farmer, automobiles, 
household conveniences and knowledge of agriculture, there has been the 
most marvelous decrease of insanity among the farmers’ wives. The mortgages. 
are larger per acre than they used to be, the interest charge per acre is more, 
and there is no doubt as much desire and anxiety on the part of all mort- 
gagors to meet their indebtedness as there ever was. 

‘‘In one sentence—the social life of the farmers’ wives has improved. 
Could they have lived under the same social and economic conditions years ago, 
Mr. Vrooman or anybody else could not have made the statement that the 
mortgage sent more farmers’ wives to the mad house than all other causes 
eombined.”’ 
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OUR NATIONAL INCOME AND SAVINGS 


The wealth producing power of the United States has nearly doubled 
in ten years. The July letter of the Alexander Hamilton Institute is authority 
for the following detailed estimates and predictions: 

‘‘Before the war it was estimated that the income of American citizens 
was over 30 billion dollars per year and that about 5 billions of this was saved 
every year and invested in real estate, business or corporation securities. At 
the present time both the national income and the surplus saved for investment 
are much larger. Last year it is estimated that the country saved over $10 
billions for taxes and bonds. In the following table we have itemized an 
estimated distribution of the national income, the total as estimated being 
$50 billions. 

During the coming year the Government expects to spend over $20 bil- 
lions and intends to get $8 billions from taxes. It is obvious that the remaining’ 
$12 billions, or possibly $15 billions, cannot come from savings unless the 
American people economize as never before. 


NATIONAL INCOME, UNITED STATES (BILLIONS) 


Of Workers In . 1918 1910 
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MSOT CONAN LCOLCSSIONS 02.0 20.- .c-evecucsé-cecannnceseneccaseeeeareses 13.0 9.0 
cS RES EP 0s ES eg 90 ee 13.0 8.4 
(oie VW TNE digi ince el anctiog AAR scale a eal i ei i ela aees 4.5 ek 
Di TEE |) aa Sls geo eR sera Ndi ae a 2.0 1.0 
CT i Saaenecu ts ge eae te, Ree ee a eg 12.0 6.8 

Re ae ic etek rata cag nce $50.0 $30.5 


After the war, of course, the incomes in agriculture, mining, manufactur- 
ing and Government service will decrease. The national income will decline 
to probably $40 billions, or less. 


CANADIANS ARE COMING 


Our brothers over the line will be welcome guests at the national con- 
vention at Kansas City. The warm fraternal spirit existing between Ameri- 
cans and Canadians will result in united effort for the better development of 
the agricultural interests of our great North American continent. The spirit 
of unity intensified by our patriotic common fight for humanity will be 
reflected by commercial and financial development. The several Canadian 
associations are composed of the leading financiers of the Dominion. 

The following is quoted from the last Bulletin of the Dominion Mortgage 
& Investments Association in the report of a meeting held in Toronto. 

‘‘T response to an invitation to be represented at the Convention of the 
Farm Mortgage Bankers’ Association of America to be held in Kansas City, 
Missouri, on the Ist, 2nd and 3rd of October, 1918, it was resolved that the 
Presidents and Vice-Presidents be authorized to arrange for a delegation 
‘from this Association to the Convention referred to. 

The invitation extends to the affiliated Provincial Associations. 

The Secretary of the Dominion Association. would appreciate being in- 
formed of any action taken by the Provincial Associations to be represented 
at the Convention in question. 
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It was the consensus of opinion of the members of the Executive that it 
is desirable to keep in as close touch as possible with the developments in the 
farm loan business in the United States.’’ 


Banking legislation not designed or calculated to aid in winning the war 
is classed with the non-essential enterprises by the Editor of the Journal of 
the American Bankers Association. The Editor argues that amendments — 
that do not show any connection with the war, or with the improvement of 
banking facilities for winnmg the war should be postponed until hostilities 
cease, 


ENLIST DOLLARS TO FIGHT THE HUNS 


Food production is the great offensive in which every human energy and 
every financial credit can enlist. ‘‘Food will win the war,’’ and without food 
all arms, munitions and equipment would be valueless. Starvation is more 
deadly than gas attacks and more relentless than Hun barbarism. 

Diversion of dollars to food production is both patriotic and profitable. 
Loans to farmers bring sure returns and the increased food produced 
strengthens our army and our Allies abroad as it also relieves the hungry 
at home. 

Patriotism impells thousands to buy Liberty Bonds to pay for building 
ships and to pay for making shells and powder to whip the Huns. Wheat 
and beef and wool and cotton are as necessary in France as war munitions. 
Money is necessary to finance the farming industry. - 

Patriotic service of the highest type is rendered by loaning money to the 
producers of products that feed and clothe the men and women now in France 
and the workers who make supplies for them. 


THE REAL AMERICAN 

The real American is the one whose loyalty and patriotism inspire him 
to do things for his country. Accident of birth does not entitle a person 
to credit unless he lives up to that advantage and proves his loyalty. The Bureau 
of Publicity of the Treasury Department makes a new classification but one worth 
while when it says: “There are enemy aliens and there are native aliens. ‘The 
American who does not do his part toward winning the war, who neither fights nor 
works nor lends for victory, is as much an alien to ‘America’ s purposes and America’s 
cause as the rankest Prussian interned in this country. This is a war of peoples 
as well as of nations, and each individual has a place and a duty.” 
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FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 


PREAMBLE TO CONSTITUTION 


In the belief that the formation of an association of individuals and corpora- 
tions dealing in farm mortgage loans will in general promote their welfare and 
extend their influence, and, specifically, accomplish this desirable object by (1) encour- 
aging intelligent legislation affecting the business; (2) acquiring and disseminating 
correct information regarding the business; (3) aiding public discrimination between 
such securities and dealers therein as should command confidence and those who 
should not; (4) securing uniformity of practice where uniformity is desirable; (5) 
affording opportunity for those engaged in the business to secure the benefits of 
personal acquaintance and interchange of ideas, both by individual contact and 
public discussion, and in various other ways, not herein enumerated, we submit 
below a form of Constitution and By-Laws for such an organization. 


EXTRACTS FROM CONSTITUTION 


Art. II. Section 1. Any National or State Bank, Trust Company, Corporation, 
partnership or individual, in good standing, having a paid-in capital stock and 
surplus of $25,000 or more, and which makes a practice of loaning money on the 
security of improved farm lands, and publicly offers such securities for sale, as a 
dealer therein, shall be eligible to membership in this Association. 


Art. III. Section 1. The entrance fee shall be $50.00. 


See. 2. The Annual Dues shall be $50.00; payable in advance at the beginning 
of each fiscal year. 
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BROKERAGE TAX RULING 


Questions have recently been asked as to the liability of a farm mortgage banker for 
a brokerage tax under the internal revenue law. The ruling given in 1899, No. 21620, 
Vol. II, Treasury Document, was made in reference to real estate dealers who received 
mortgages in part payment for land and its application to mortgages given for money bor- 
rowed was questioned. 

B. C. Keith, Deputy Commissioner of Internal Revenue at Washington, in response to 
a letter from the Bankers Information Service in a ruling published July 19, 1918, says: 

“This office is in receipt of your letter relative to lability to brokers’ tax of banks 
transacting business by certain methods which you relate. 

“In answer to your first inquiry as to whether a bank making loans on mortgages or 
real estate for its own investment, charging the borrowers a stated commission, and later, in 
the regular course of business, having occasion to sell these mortgages to customers or 
others at the face value, making no further charge, would be liable to brokers’ tax, you are 
informed no liability to said tax would be incurred. 

“As to your second inquiry regarding a bank which purchases bonds for its own invest- 
ment at the market price and later, in the regular course of business, disposes of same to 
customers or others, at the then prevailing market price, you are advised liability to special 
tax as broker would not be incurred.” 
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QUARTERLY BULLETIN 
of the 
FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA 
Issued from the office of the Secretary, 
KEK. D. Chassell, 112 West Adams Street, Chicago, III. 


LEAKAGE OF NATIONAL CASH 


LOSSES TO THE UNITED STATES TREASURY THROUGH TAX EXEMPTION OF 
FEDERAL LAND BANK BONDS 


(The following address was prepared by E. D. Chassell, secretary of the Farm Mortgage 
Bankers Association of America, for the State Convention of the Nebraska Bankers Associa- 
tion at Omaha, December 5, 1918.) 


One month ago, at the first date fixed for this convention, the thoughts and 
ambitions of every true American were centered on winning the war. 

No program was complete without its inspirational oratory urging to greater 
hberality and self-sacrificing patriotism. 

Victory was our only aim. 

With the true American spirit and impetuosity we played the game without 
a limit. 

We counted not the cost in money or in men. 

Nothing mattered then but success. 

Then the fever was at its height. 

Now the turning point has been passed. 

Recovery is assured. 

The excitement of conflict is gone. 

The long, dull, dreary days of recovery are at hand. 

Readjustment and reconstruction call for calm consideration and business 
calculation. 

We counted our billions and billions hghtly when victory hung in the balance. 

Now we face generations of debt paying in which every dime will be weighed 
and counted. 

Every dollar paid will be measured by the civic and industrial improve- 
ments which it might have produced had it not been required to pay war debt and 
war interest. 

The trumpet eall of the tented field must give place to the counsel of the 
counting room. | 

The financier and the statesman of civil hfe with the dull drudgery of eco- 
nomic legislation must now supplant the wild revelry of war’s romance. 

It is inevitable that within a short time we shall face a period of declining 
prices and lowering wages toward a world level. Just how soon no one can tell. 
Neither legislative, hysteria nor socialistic agitation can permanently prevent it. 

Wise counsel well heeded can make the transition so gradual that neither 

capital nor labor will suffer seriously by the change. 


HOW TO RELIEVE THE JOLT OF CHANGING PRICES 


The jolt from high prices and high wages to lower prices and lower wages 
ought not to be thrown on individual workmen, individual merchants, manufac- 
turers, farmers or capitalists. It should be diffused over all the people and all 
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of the property of the nation that the shock may be gentle, preven panics 
and depressions. 

Immediate great activity in the construction of public works, highways, 
bridges, school houses, court houses, sewer systems, municipal utilities and other 
conveniences to all of the people would require all of the tax payers of the coun- 
try to do their fair share in absorbing the high priced material and high priced 
labor that will be thrown on the market with the close of the war industries. 

The public works would be industrial shock absorbers. 

Since the earliest history of civilization priests have been the confessors of 
religious life and bankers have been the confessors of the business world. In the 
private office of his banker the business man lays bare the secrets of his finan- 
cial soul. 

It is this experience in analyzing the motives of men and the merits of their 
propositions that makes the bankers unemotional and not likely to be carried 
away by persuasive language unaccompanied by collateral facts. 

The banker can listen to a flood of promises and predictions for ten minutes 
and then look the pleader squarely in the eye and say, ‘‘ Your draft will be pro- 
tested unless paid before three o’clock.”’ 

The banker keeps both feet on the ground all of the time. It is this charac- 
teristic which makes his advice valuable. 

With this opinion of the ability of an audience of bankers to see through the 
arguments of any speaker and appraise the facts which he presents it will be my 
endeavor today to modestly present to you the statistical information which I 
have obtained without any attempt at oratorical flourish or poetic ornamentation. 

I will give you my conclusions and ask you to draw your own. 

In our free America which leads the world as the exponent of true democ- 
racy where every man is entitled to equal opportunity with his neighbor we are 
unanimously agreed that every man is entitled to what he pays for and that no 
man is entitled to what he does not pay for in service or in money. 

Every individual and every business receives benefits and protection from 
national and local governments maintained by public taxation. All should pay 
their just and equitable proportions. 

Despotic governments like Turkey or Germany may play favorites, but it is 
contrary to the principles and traditions of America. 

Tax exemption is an evil rapidly gr owing in this country. Like tuberculosis 
or a noxious weed it comes insidiously, but is difficult to eradicate once it gets a 
foothold. Tax exemption grants all of the economic, civil and military benefits 
of government to the privileged individual while his non-exempted neighbor is 
obliged to pay double, being taxed for his own benefits and also for the benefits 
conferred on his more fortunate neighbor. 

My attention was first called to the injustice of tax exemption through study 
of the laws of several states and observation of the different systems in force. 


EXEMPTION FROM STATE TAXES 


In Iowa when bonds are issued by a county, city or school district for the 
construction of a court house, sewer system, school house or other public under- 
taking, the state law provides that the community making the improvement shall 
not be required to carry all of the burden, but that tlie rest of the state shall pay 
approximately one-tenth of the interest on all outstanding obligations. 

This is the way it is done. The Iowa tax on moneys and credits, including 
taxable bonds, is half of one per cent. Municipal, school and county bonds are 
exempt from taxation because they can be marketed at a lower rate of interest if 
so exempt. 
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When Des Moines sells a half million dollars of bridge bonds, the Iowa inves- 
tor can afford to buy them on a 414% basis because he pays no taxes on them. He 
could only afford to purchase on a 5% basis if he were required to pay an annual 
tax of half of one per cent. 

The result is that the saving of half of one per cent annual profit to Des 
Moines is a burden added to the taxes paid by all of the tax payers of the state, 
none of whom receive any benefit outside of the district taxed for the bridges. 

When a hundred or more different towns and school districts issue bonds and 
receive these tax exemptions it adds perceptibly to the tax burdens with no 
reciprocal benefits possible to farming districts and to towns which have no 
bonded debt. Good authorities estimate that over $40,000,000 of Iowa local pub- 
lic bonds are now outstanding and tax exempt. That amount is equal to about 
half of the taxable valuation of all of the Iowa railroads and is more than twice 
the taxable valuation of all the property in each of several Iowa counties. 

This unfair discrimination has come on so quietly and gradually that very 
few people are aware of it. 

I am pleased to observe that Nebraska has no such law, neither has Missouri 
or Illinois. 

THE CHANGE IN OHIO 


In Ohio such a law was in existence until 1912 when it was repealed. It is 
now estimated that over $300,000,000 of Ohio local bonds issued since 1912 are 
subject to taxation as the result of the law of 1912. 

In Pennsylvania county, city and school bonds are subject to a tax of four 
mills on a, dollar. 

In Massachusetts by a recent change in the law, securities now issued are 
subject to a tax of 6% on their income. That imposes a three mill tax on a 5% 
bond. 

In Virginia, Tennessee and numerous other states bonds are taxed as other 
property. 

The variety of state laws makes this an interesting study but in discussing 
the ‘‘ Menace of tax exemption’’ today I shall take up a subject of broader impor- 
tance affecting all taxpayers and consumers of the entire American nation with- 
out regard to the laws of the states in which they reside. 

I refer to the complete tax exemption of Federal Land Bank bonds which 
are free not only from local, municipal, school, county and state taxes but also 
from normal income tax and income surtax, having greater privileges in this 
respect than any except the first issue of the 314% Liberty Bonds for which our 
patriotic people poured forth their money to help hit the Hun. 


SUCCESSFUL FEDERAL BANK AT OMAHA 


It is particularly appropriate that this subject should be discussed in 
Omaha, because this city is the home of one of the best managed and most suc- 
cessful Federal Land Banks of the entire system. Its officers are shrewd and 
experienced financiers whose personal integrity is of the highest character. 

-I understand that they have orators traveling the country who so elo- 
quently expound the benefits of the rural credit system that their audiences can 
hear the meadow larks singing in the snow covered fields in January. 

I am told that farmers dream nights of their coming life of prosperity and 
ease under the influence of $10,000 mortgages that ‘‘never have to be paid back.”’ 

Merchants: and local bankers are hypnotized into thinking that the stories 
of Aladdin were commonplace compared with the magic of the genii of the rural 
eredit system; these wonderworkers who give something for nothing to every- 
body in the community in addition to the blessings showered upon the farmer. 
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The dry statistics which I present to you today are tame indeed compared 
with such eloquence and genius but with confidence in the correctness of my 
facts and belief in the analytical ability of an audience of bankers, I shall pre- 
sume to expose the weakness of the system, which war legislation has amended 
until it has become the greatest economic fallacy presented to the American peo- 
ple since the greenback furor, the free silver delusion or the Louisiana lottery. 


AN ACCIDENT OF LEGISLATION 


The enormous tax exemption granted to very wealthy owners of bonds issued 
under the Federal Farm Loan act constitutes a privilege to the rich at the 
expense of the poor unequaled in American history. 

The situation is not intentional, but accidental. The income tax and revenue 
laws of 1916 and 1917 came in contact with the previously enacted Federal Farm 
Loan act and like the contact of crossed electric wires produced a surprising effect 
disastrous to the national treasury. | 

The basic principle of the tax exemption is economically wrong. Stultify- 
ing statistics and half truths have been utilized to deceive the public into be- 
lieving that legislative: legerdemain has provided a way to get something for 
nothing. The average interest rates paid on farm mortgages and the expenses 
charged have been greatly exaggerated by taking occasional instances and 
declaring them to be typical. So extravagant are the claims and so liberally 
have they been advertised that a detailed consideration of the aims, methods 
and results contemplated by the Federal Farm Loan act are essential to its 
intelligent consideration. 


AIMS AND HISTORY OF RURAL CREDIT SYSTEM 


The Rural Credit system was established for the purpose of aiding agricul- 
ture by enabling farmers to borrow money on a commercial basis at rates as low 
as those enjoyed by large industrial institutions. 

It was the outgrowth of the depressed condition of apricultees that existed 
in some parts of this country in the early part of the present century and at 
irregular intervals for a longer period. The agitation began in 1905 and the 
subject was first formally brought to the attention of members of conyress in 
1912. After long investigation and discussion the law was enacted in July, 1916. 

The general purpose of the act was, by means of government supervision 
and patronage, to stabilize rural credits and secure lower rates of interest on 
capital borrowed to promote or conduct agricultural industries. High commis- 
sion charges and usurious interest rates were to be eliminated, but at no time | 
in the preliminary proceedings was it proposed to loan money below legitimate 
market cost to a few selected borrowers at the expense of the national treasury 
by throwing the burden on the public at large. 

The beneficent intent of the measure met universal approval. It is not the 
purpose of this article to question the good faith of the originators of the move- 
ment. The merits of many details of the law are questionable and will doubt- 
less be amended at an early date when reforms will be effected in its adminis- 
tration. 


NOT TO BE SUBSIDY OR CHARITY 


The promoters of the rural credit system,.the commissions appointed to 
study similar systems in foreign countries and the congressional friends of the 
movement did not press its passage as a charitable measure or a subsidy for 
agriculture, much less, as a special favor to a few at the expense of the many. 
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An official commission composed of congressmen and others appointed by 
President Wilson investigated European conditions three months in 1913. The 


following in reference to national aid is from their report: 

“It is our opinion that such aid should not be extended in the United States. 
* * * The idea of Federal aid is always attractive and commands many able, 
earnest advocates; but self help should be the motto of our new agriculture. If 
given the opportunity, under liberal enactment of law, the savings of our Nation will 
gladly invest in this safe field and relieve the Federal Treasury of any necessity to 
finance the project. It is wise legislation, rather than liberal appropriations or 
loans, which rural credit most needs at our hands.” 


Another commission of delegates appointed by the southern commercial con- 
gress acting in conjunction with Hon. David Lubin after mature investigation 


reported : 

“Tt is the opinion of the Commission that our American problem or rural credit 
should be worked out without government aid. * * * If there is not private 
capital in sufficient quantities, the only way the Government can get the needed 
capital is either by taxing all the people in order to get capital for farming, or else 
by issuing bonds that sometime later must be paid by the people. * * * 

“One of the great lessons learned in Europe is that in the long run the farmers 
succeed best when they help themselves. Whenever they become dependent on the 
Government, they keep looking to the Government for more aid. It is believed to 
be a correct general statement that rural credit is on the strongest basis in those 
countries where it has been developed most completely without Government aid. 

“Even granting the great importance of agriculture it is improper for all the 
people to be taxed in order to assist the prosperity of even a great class like the 
farming class. Anything in the way of national favors or opportunities for borrowing 
money on land, would be almost certain to encourage speculation in land. This 
would lead to still higher prices for land and still greater difficulty in getting the land 
into the hands of owners who till it. 

“Tt is sometimes urged that the Government should loan money directly to 
farmers at a very low rate of interest. It is doubtful if it will help the farmers in 
the long run, if they are given special privileges. In other words, the Government 
oven help bring about a better system of rural credit by legislation, but not by 
subsidy.” : 


PRESIDENT WILSON’S DECLARATION 


On the subject of special privileges President Wilson in his first annual 
message said: 

“The farmers, of course, ask and should be given no special privilege, such as 
extending to them the credit of the Government itself. What they need and should 
obtain is legislation which will make their own abundant and substantial credit 
resources available as a foundation for joint, concerted local action in their own 
penal in getting the capital they must use. It is to this we should now address 
ourselves,’ 


In a favorable report on the bill prior to its passage in 1916 the Joint House 
and Senate Committee on Rural Credits said: 

“The American farmer does not come to congress with a hard luck story. He 
does not ask the Government to bestow on him the public money that all the people 
have contributed for taxes. He does not demand that the Government become a 
banker in order to borrow money on bonds and loan the proceeds to him. * * * 

He demands legislation that shall put it in the power of those who are interested 
and those who have the money to invest, to extend to him the credit he requires.” 


MC ADOO OPPOSED TAPPING THE TILL 


In response to a request for Government aid to another industry Mr. 
McAdoo, Secretary of the Treasury, defined his position as follows: 


“Gentlemen, you ask us to stand for a proposition to lend money to private 
corporations or individuals, upon the security of mortgages 
“Never on the face of the earth. 
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“T tell you, gentlemen, if you enter upon it, you will have to lend the money 
of the Government upon railroads and every other enterprise. Bills are referred 
to me asking * * * for raids upon the United States Treasury in the form of 
actual loans to be made by the Treasury of the United States, on this thing and that 
thing, farm loans, loans upon houses built by working men, etc. If we go into the 
money lending business we will have to lend it to everybody; you cannot discrim- 
inate under our system of government. Everybody must tap the Treasury till, if you 
attempt any such resolution as this.” 


Notwithstanding the advice of all of these investigators and experts Presi- 
dent Wilson, Secretary McAdoo and the Joint Committee of the House and Sen- 
ate the national government furnished all of the capital required to start the 
twelve Federal Land Banks, $9,000,000 with the exception of about $100,000, 
subseribed by private investors. It is contemplated that the capital loaned by 
the government will some time be repaid without interest. The exact amount of 
stock taken by private investors was but $108,730. In the Omaha bank only 
$39,330 was subscribed by private parties and $710,670 was furnished free by 
the government from the national treasury. The banks are corporations created 
by congress and when the free loan of initial capital is repaid the stock will all be 
owned by private parties who will participate in the dividends to be paid in eash 
or credited on their debts. The law especially provides that the government 
shall receive no interest or dividend whatever on the nearly $9,000,000 capital 
furnished. Other tax payers of the nation contribute its use for the benefit of 
the stockholders and borrowers of the Federal Land Banks. 


The Federal Farm Loan Board and a large force of other officials paid by 
the government exercise a supervisory and controlling power over the Federal 
Land Banks, but the law contemplates that the banks shall become to all intents 
and purposes private institutions. 


BONDS NOT GUARANTEED BY GOVERN MENT 


. The sale of Federal Land Bank bonds secured by farm mortgages is to fur- 

nish funds for conducting the business as contemplated by the act. These bonds 
are not obligations of the government and the government does not guarantee 
their payment. Many people supposed they were guaranteed by the Govern- 
ment when the first bonds were sold. They were largely purchased by people 
who knew little or nothing about the mortgage business. The first newspaper 
advertisements were so misleading that they were ordered revised. In about 
half of the states they are not legal investments for trust funds or savings banks. 
At the time the appropriation of two hundred million dollars was made in Jan- 
uary, 1918, for the aid of the Federal Land Banks Mr. Joseph Cannon of Mli- 
nois offered an amendment to the bill providing for government guaranty of 
the payment of the bonds. 


Following is the amendment offered by Mr. Cannon: 


“Strike out all of Section 1 of the améndment, beginning with line 6, page 1, 
and insert in lieu thereof the following: ‘the payment of all bonds provided, princi- 
pal and interest heretofore or hereafter issued by any Federal Land Bank, is hereby 
guaranteed by the Government of the United States.’ ” 


The amendment was voted on three times, first by a viva voce vote, then by 
a standing vote, then by the members passing between tellers. Each time a ma- 
jority was found to have voted against the Cannon amendment. Congress thus 
formally went on record as repudiating and denying any obligation of the 
government. 
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CONSTITUTIONALITY OF BONDS DOUBTFUL 


By the language of the Federal Farm Loan act congress declared the bonds 
to be ‘‘deemed and held to be instrumentalities of the government of the United 
States, and as such they and the income derived therefrom shall be exempt from 
Federal, State, Municipal and local taxation.’’ 


The constitutionality of the tax exemption feature of the law is questioned 
by many leading lawyers. Former Justice of the Supreme Court, Hon. Charles 
E. Hughes, after resuming the practice of law in New York was employed to 
investigate the subject by a syndicate of bankers who were to market a block of 
the bonds and he wrote an exhaustive opinion favorable to their validity. 


Hon. Wm. Marshall Bullitt of Louisville, Kentucky, former Solicitor Gen- 
eral of the United States after careful study reached a conclusion in direct 
contradiction to that of Mr. Hughes. The opinion of Mr. Bullitt was presented 
in the form of an address at the National Convention of the Farm Mortgage 
Bankers’ Association of America at Kansas City in September, 1918. 


The question of the validity of the Federal Land Bank bonds has never been 
submitted to the supreme court. The Federal Farm Loan Bureau is understood 
to be opposed to settling the question by a test case. 


CHAIRMAN GLASS DISAGREES WITH HUGHES 


Mr. Glass said when the Cannon amendment was under consideration on 
January 4, 1918: 


“T would say to the gentleman from Illinois that I do not agree with the opinion 
of Mr. Justice Hughes that the farm loan system is ‘a government instrumentality’ 
or that it was intended to be a government instrumentality. The Government, after 
considered discussion, took a very limited temporary stake in the system. I do not 
agree with Justice Hughes’ opinion that ‘the government is morally bound’ for 
these bonds. But Mr. Justice Hughes is a very distinguished constitutional lawyer, 
a very discerning public man; and I had in mind his expressed opinion, which was 
requested by the investment bankers of the country when I stated a while ago that 
the government was ‘morally behind the bonds.’ ” 


Uncertainty as to the validity of the bonds has seriously affected their mar- 
ketability. 


LIBERTY BOND FUNDS USED 


Before the close of 1917 the Federal Farm Loan Bureau found itself in finan- 
cial straits because of failure to market its 414% tax exempt bonds and an appeal 
was made to Congress for a special appropriation of $200,000,000 to be expended 
before July 1, 1919, as a temporary aid. 


Senator Weeks of Massachusetts in discussing the bill when before the Sen- 
ate said: 


“How is the purchaser of a liberty bond going to feel when he*is importuned 
to buy a bond, either by the sacrifice of some security which he has or by failing to 
invest his money in something that will pay him better, if he is told that the money 
is not to be used to prosecute the war, but it is to be loaned to another one of his 
fellow citizens simply because that fellow citizen can borrow it at a lower rate of 
interest than he is now paying on his indebtedness? That is the gist and the essence 
of this proposition. This is exactly what is going to happen, Senators, if you sub- 
scribe to the next Liberty Loan you must feel that some part of your subscription, 
instead of being used to prosecute the war, is going to be loaned to some of your 
fellow citizens at a lower rate of interest than he is now paying and for that reason 
only. Fundamentally, of course, that is bad morally. It is bad from the standpoint 
of the government at such a time as this, and it is bad finance as well.” 
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VICIOUS LEGISLATION 


Mr. Carter Glass, chairman of the committee on Banking and Currency and 
the house leader for the Administration, in favoring the passage of the special 
appropriation of $200,000,000 for the relief of the Federal Farm Loan System 
on January 4, 1918, said: 

“Mr. Chairman, it is needless for me to say to the House that in ordinary 
circumstances I would oppose—utterly oppose—legislation of this description.* * * 
I think it usually may be regarded as unwise and in most circumstances as vicious. 
But these are not ordinary times.” 

“As I have said, it was never contemplated that the system should be a protege 
of the Federal Government. Congress resolutely resisted the attempt to make the 
system a Federal dependent. It is only because these are extraordinary circum- 
stances which confront us that the matter is presented to Congress—not of choice 
or cheerfully, but of necessity and reluctantly.” 


THE $200,000,000 APPROPRIATION 


The following is the text of the appropriation act which went into effect in 
January, 1918: 

“That the Federal Farm Loan act, approved July seventeenth, nineteen hundred 
and sixteen, is hereby amended by adding at the end of section thirty-two the 
following: 

“‘The Secretary of the Treasury is further authorized in his discretion, upon 
the request of the Federal Farm Loan Board, from time to time during the fiscal 
years ending June thirtieth, nineteen hundred and eighteen, and June thirtieth, 
nineteen hundred and nineteen, respectively, to purchase at par and accrued interest, 
with any funds in the Treasury not otherwise appropriated, from any Federal land 
bank farm loan bonds issued by such bank. 

“Such purchases shall not exceed the sum of $100,000,000 in either of such fiscal 
-years. Any Federal Land Bank may at any time repurchase at par and accrued 
interest for the purpose of redemption or resale any bonds so purchased from it and 
held in the Treasury. 

“The bonds of any Federal Land Bank so purchased by the Secretary of the 
Treasury and held in the Treasury under the provisions of this amendment one year 
after the termination of the pending war, shall upon thirty days’ notice from the 
Secretary of the Treasury be redeemed or repurchased by such bank at par and 
accrued interest. 

“<The temporary organization of any Federal Land Bank as provided in section 
four of said Federal Farm Loan act shall be continued so long as any farm loan 
bonds purchased from it under the provisions of this amendment shall be held by 
the Treasury, and until the subscriptions to stock in such bank by national farm 
loan associations shall equal the amount of stock held in such bank by the govern- 
ment of the United States.’ ” 


It will be noted that paragraph four does not make it mandatory on the 
banks to repurchase any of the bonds at any time unless the secretary of the 
treasury so requires. 

As authorized by this act of January, 1918, the secretary of the treasury 
during the first six months made the following purchases of Federal. Land Bank 
bonds, the money thus taken from the national treasury being loaned by the 
Federal Land Banks: | 


ePANTAT YS yore. te eae year sate fer ae $ 3,500,000 
Hepeuary. suc sce cea te ic “al Tee Geta eed 10,500,000 
Marelys vic: nieve tlio aakehoieainuce maa een aeres 16,550,000 
ATI i eee st es ee PE, Soe ee to en ens 15,050,000 
i LA claps Era A ec GEE AIR FE GL Sab, A cg culle agE ai 14,810,000 
RUG ss cue ib ce A ie ke see ena mate ea ee 3,750,000 


POtal 42.208 std th Cas Se Bae Se eae $64,160,000 
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During the months of July and August, 1918, bonds of the 5% issue were 
purchased by the treasury to the amount of $3,500,000 and accrued interest, but 
these were subsequently withdrawn for private sale. 

On the 6th of November, 1918, the treasury held $55,970,000 of the 414% 
bonds, indicating that amount of money from national treasury loaned to the 
Federal Land Banks. 

It was officially announced in October, 1918, that the next issue will be of 
41% bonds, all of which will be absorbed by the treasury, thus again using pub- 
lie money for private loans, war funds to continue the Federal Land Banks in 
business. 

The general public has never been fully informed that over fifty-five million 
dollars of the proceeds of Liberty Bonds and War Savings Stamps has been thus 
loaned to farmers instead of being expended for winning the war. The further 
fact that nearly one hundred million dollars more may be taken from the public 
treasury for this purpose before next July has not been generally communicated 
to purchasers of future issues of Liberty Bonds. 


FUTURE APPROPRIATIONS DOUBTFUL 


It is not at all probable that another appropriation will ever be voted by 
Congress to enable the Federal Farm Loan Board to continue its present prac- 
tices. Without special aid after $100,000,000 more bonds are purchased by the 
treasury it will be necessary for the Federal Land Banks to resume the sale of 
bonds to the public in order to continue the making of loans. Unless the law is 
amended this will cause enormous losses through tax exemptions to bond owners 
receiving large incomes. 

The importance of judicious legislation concerning the farm loan business is 
apparent on a survey of the field to be covered. 


FARMS AND MORTGAGES IN THE UNITED STATES 
The Federal census of 1910 shows that there were in the United States 


Marans OV GFaALetL DY, OWDEFS 2 a)co isi heehee eo bien, o's! 3,948,722 
Farms operated by part-owners or managers....... 58,104 
Maric iUerTatct DVaLGMAttG..0. is sec cslec ae se ee es 2,304,676 

UTA UHC LTOL LATIN sett. foe heen wa ate a cia 6,361,502 

Statistics were obtained as to mortgages on farms operated by owners. They 
were: 

PEEETSS ITA PEARCEL frees ie Py he mca tat tale ite Lay 1,327,439 
Pere iO Te MOPtmaged. oc. cles faker RO gates 2,621,283 


POtAte ee eae ocr os Beenie bl PROMOS. OES 3,948,722 


It will be noted that about one-third of the farms operated by owners were 
mortgaged and two-thirds were not mortgaged. 

No statistics were obtained by the U. S. census bureau as to mortgages on 
farms operated by tenants. They would be of no value to this discussion as 
loans cannot be legally made on farms operated by tenants under the Federal 
Farm Loan Act. Therefore, only about one farm in five could obtain loans under 
this act—1,327,439 out of 6,361,502. 
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The best authorities of the present time estimate: 


Farm mortgages in the United States.......... $4,000,000,000 
Annual maturities on basis of five-year term.... 800,000,000 
Annual interest at average 6% rate............ 240,000,000 


LIFE INSURANCE COMPANY MORTGAGES 


According to the report of Mr. George T. Wight, Secretary and Manager 
of the Association of Life Insurance Presidents transmitted in August, 1918, 165 
American companies on December 31, 1916, held $844,831,349 of farm mort- 
gages in the United States. During the first nine months of the year 1917, 159 
of these companies made new loans to the amount of $199,121,377. No statisties 
are available as to the loans paid off since December 31, 1916, but a fair estimate 
would place the present farm loans of the 165 life insurance companies at more ~ 
than $1,000,000,000. The average interest rates received were reported on 75% 
of the farm loans outstanding at the end of 1916 and on over 50% of the new 
loans made in 1917. This data showed a slight increase, throughout the country 
between 1914 and 1916 from an average of 5.55% in 1914 to 5.638% in 1916. 

The average throughout the country for the 200 millions loaned in the first’ 
nine months of 1917 showed a slight decrease, dropping to 5.52%. Later statis- 
tics are not available but in sympathy with the interest returns on other securi- 
ties there has been a slight increase, possibly a quarter of one per cent. The 
nineteen states in which 95% of the life insurance company loans are made pro- 
duce nearly 75% of the food crops and 80% of the meats of the United States. 


EXTENT OF FEDERAL LAND BANK LOANS 


During the year and a half that the Federal Farm Loan Banks have been in. 
existence, for the period ending October 1, 1918, the total amount of loans made 
by them was $131,903,684. The amounts loaned each month have varied with 
the season and have been influenced by general conditions. In December, 1917, 
the total amount of loans closed was $9,309,659. In February, 1918, the loans 
elosed were $18,279,911. In March, 1918, the total loans closed were $13,471,474. 
In September, 1918, the amount of loans closed fell to $7,056,700. The amounts 
for later months will be slightly larger. 

On the basis of this record it is safe to assume that the annual loans made 
and bonds issued by the Federal Land Banks will average about $100,000,000 per 
year. The total amount loaned during the first eighteen months of the existence 
of the banks $131,903,684 was made up of 58,202 loans or an average of 3,233 
loans per month. This would be at the average rate of 38,796 loans per year. 

Of the 6,361,502 farms in the United States with 38,796 loans closed each 
year, one loan would be made for each 161 farms. For every farm that is granted 
a loan, 160 farms will be left each year without this favor at the present rate 
of loaning. It is therefore important that the comparative benefits and expenses 
be carefully considered. The possible or promised benefits to one farmer who 
receives a loan must be balanced up against the effect on 160 farms operated by 
owners, tenants or others who are free from debt or who do not care to borrow 
money on mortgages running thirty-five years. The unimpeachable evidence of 
the United States census proves that the Federal Land Banks do not help all the 
farmers, only a few of them. 

On the basis of 23,500,000 families in the United States engaged in all occu- 
pations with 38,796 loans per year one loan would be made annually for each 
eroup of 605 families of all occupations. The possible benefits to one family out 
of a group of 605 families must be considered. It would be contrary to the 
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spirit of American institutions to require 604 families to pay the bill for benefits 
granted to one family. 

Up to Nov. 6th, 1918, Federal Land Bank bonds had been issued to the 
amount of $140,500,000, part of which were sold to the public and part of 
which were bought by the Secretary of the Treasury. In May and June, 1918, 
$55,000,000 of 5% tax exempt Federal Land Bank bonds were issued, following 
an extensive newspaper advertising campaign. In addition to the $140,500,000 
tax exempt Federal Land Bank bonds, $6,875,000 of tax exempt Joint Stock 
Land Bank bonds were issued prior to November 6th, 1918. 


LOSSES BY TAX EXEMPTION 


Loss through exemption from local, municipal and state taxation is of con- 
siderable importance to communities in which the bonds are owned. 

Losses through exemption from normal income tax and from income surtax 
directly effect every taxpayer and consumer of the entire nation. 


NON-BORROWERS ARE LOSERS 


All citizens of the United States are losers by reason of the additional 
expense to the United States Government because of the favors given to the small 
percentage of borrowers. The losers include those who pay taxes on real estate, 
those who pay taxes on personal property and all consumers of every article of 
food, clothing or other merchandise which may be enhanced in price on account 
of taxes imposed to reimburse the national treasury for expenses or losses in- 
eurred in granting special privileges to the owner of one farm out of each 161 
farms. 

The expense incurred from payment of salaries and the free use of the U. S. 
mail by the Federal Farm Loan Bureau and other costs of the Federal Farm 
Loan Bureau are a direct expense and loss to taxpayers and are added to the 
probable loss to the public treasury through the exemption of Federal Land Bank 
bonds from taxation. 

The chart on pages 14 and 15 has been prepared in accordance with the 
Federal Income Tax Law of October 3rd, 1917. 

It shows the amount of income tax payable on incomes ranging from $4,000 
to $2,000,000 with rates for larger incomes. The table begins with the $4,000 
income of a married individual. With an unmarried person the exemption limit 
would be reached at $2,000. 

Headings of the several columns clearly explain their use. 

The calculations have been made and the columns arranged to definitely 
show the losses sustained by the national treasury through the exemption from 
normal tax and surtax of Federal Land Bank five per cent bonds when held by 
individuals receiving incomes subject to the several rates of taxation. 

By referring to Column G it will be seen that the national treasury would 
lose $2.00 per thousand per year if the bonds were owned by a person receiving 
an income in excess of $4,000 per year and not in excess of $5,000 while the loss 
would increase to $8. 00 per year if the bonds were in the hands of a person 
receiving an income in excess of $20,000 per year and not exceeding $40,000 and 
it would increase to $33.00 per year if the same bond were owned by a person 
recelving an income in excess of $1,500,000 per year and not exceeding $2,000,000. 

Column H shows that the yield of a 5% Federal Land Bank bond would be 
the same with all incomes. 

Column I shows the net yield of a 414% Liberty Bond with all incomes 
after the exemption limit of holdings has been passed. Liberty Bonds are not 
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subject to the 4% normal tax. It will be observed that the 414% Liberty bond 
yields only 1.615 per cent after deducting income surtax when owned by a 
person receiving an income in excess of $1,500,000 while a Federal Land Bank — 
bond being exempt from both normal tax and surtax yields 5 per cent—over 
three times as much—a very heavy discrimination against the Liberty bond— 
showing why the Land bank bond has gone up to 10414 while the Liberty bond 
sells below 97. 

Column M shows the rate of interest required on a taxable bond to equal 
the 5% afforded by a tax exempt bond at the various rates. The taxable bond 
would with a $4,000 income be required to bear 5% interest, with a $100,000 
income 6.756%, with a $2,000,000 income 14.705%. 

Starting in Column A with a $2,000,000 income and following the line across 
the chart it will be noted that $500,000 of the $2,000,000 would be subject to a 
surtax of 62% or $310,000 and to a normal income tax of $20,000 a total income 
tax of $330,000. On this basis the owner would save $33.00 tax on $50.00 derived 
from a 5% $1,000 tax exempt Federal Land Bank Bond. 

The next column shows that a 414% Liberty Bond if held in excess of the 
maximum tax exemption limit would yield only 1.615%. 


CHART SHOWING INCOME TAXES, BOND YIELDS AND TREASURY 


: Aggregate of surtax 
Amount subject to|Rate of surtax}|Amount of surtax|Normal tax of 4% pa 53 normal tax 


NET INCOME surtax at rate foramounton on amount on; on amount oD] for amount on 
shown on same| sameline’Co-| same _ line Col-| same linein Col-| game line Col- 
line in Column C.| umn B. umn B, | umn B. umn B. 
A B C D E F 

$4,000]. eh ne wow elec be ein ea o cloted scale ia check ignite 
5,000 SE O00 OO RNeasy ea ee ee oe ee $40 $40 
7,500 2,500 1% $25 100 125 
10,000 2,500 2% 50 100 150 
12,500 2,500 3% {ts 100 175 
15,000 2,500 4% 100 100 200 
20,000 5,000 5% 250 200 450 
40,000 20,000 8% 1,600 800 2,400 
60,000 20,000 12% 2,400 800 3,200 
80,000 20,000 17% 3,400 800 4,200 
100,000 20,000 22% _ 4,400 800 5,200 
150,000 50,000 vat yh 13,500 2,000 15.500 
200,000 50,000 a1% 15,500 2,000 17,500 
250,000 50,000 oe vO 18,500 ~ 2,000 20,500 
300,000 50,000 42% 21,000 2,000 23,000 
500,000 200,000 46% 92,000 8,000 100,000 
750,000 250,000 50% 125,000 10,000 135,000 
1,000,000 250,000 55% 137,500 10,000 147,500 
1,500,000 500,000 61% 305,000 20,000 325,000 
2,000,000 500,000 62% 310,000 20,000 330,000 


Over 2,000,000 any amt. O89! = Pes Oe eR OP OS. ee 
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The next three columns show the net yield of 5%, 6% and 8% taxable 
securities. 


The last column shows that a taxable security would be required to bear 
14.705% interest to yield 5% net income. 


Examination of columns I, J, K, L and M shows that the changes are gradual 
until the income reaches $40,000 and then the increase is rapid. A six per cent 
taxable security would yield less than five per cent when the owner’s income was 
in excess of $60,000 and not in excess of $80,000. An eight per cent taxable 
security would pass the dead line and yield only 4.72 per cent when the owner’s 
income reached $200,000 and did not exceed $250,000. 


As the heaviest taxes are levied on the larger incomes the tax exemption 
of bonds is of greater benefit to individuals recewing the larger incomes. 


INCOME TAX EXEMPTION NO BENEFIT TO POOR MAN 


A Federal Land Bank bond of the issue of May, 1918, yields an income of 
5% or $50.00 net on a $1,000 bond. 


LOSSES FROM EXEMPTIONS UNDER LAW OF OCTOBER 3, 1917 


Annual Loss to Na- Net yield to in- ee boured 


tional T , : ; : 5 4 
on $50. 00 jae Net yield to in- 134 Liberty Net yield to in-|Net yield to in-|Net yield to in-|_ on taxable se- 


on each $1000] Vestor of tax] bonds on vestor of tax-| vestor of tax-| vestor of tax-| curities to 
5% Federal Land| exempt Fed-| amounts int #ble 5 %| able-6%| able 8 % yield 5% net 
Bank bondat| eral_land| exeegs of| bondssubject| bondssubject| bondssubject| as part of in- 


rate on same line) Dank 5%) maximumex-| tosurtaxand| tosurtaxand| tosurtaxand| come shown 


in Columns D onds. emption from| "ormal tax. normal tax. normal tax. same line 
and E. surtax. Column B. 
G H I J -K L M 
eIeee Mies Ses 5% 4.25 5.00 6.00 8.00 5.00 
$2.00 5% 4.25 4.80 5.76 7.68 5.208 
2.50 5% 4.207 4.75 5.70 7.60 5.263 
3.00 5% 4.165 4.70 5.64 7.52 5.319 
3.50 5% 4.122 4.65 5.58 7.44 5.376 
4.00 5% 4.080 4.60 5.92 7.36 5.434 
4.50 5% — 4.037 4.55 5.46 7.28 5.494 
6.00 5% 3.910 4.40 5.28 7.04 5.681 
8.00 5% 3.740 4.20 5.04 6.72 5.952 
10.50 5% 3.527 3.95 4.74 6.32 6.329 
13.00 5% 3.315 3.70 4.44 5.92 6.756 
15.50 5% 3.102 3.45 mn 13. 5.52 7.246 
17.50 5% 2.932 3.25 3.90 5.20 7.692 
20.50 5% 2.677 2.95 3.54 4.72 8.474 
23.00 5% 2.465 2.70 3.24 4.32 9,259 
25.00 5% 2.295 2.50 3.00 4.00 10.000 
27.00 5% 2.125 2.30 2.76 3.68 10.869 
29.50 5% 1.912 2.05 2.46 3.28 12.195 
32.50 5% 1.657 1.75 2.10 2.80 14.285 
33.00 5% 1.615 1.70 2.04 2.72 14.705 
33.50 5% 1.572 1.65 1.98 2.64 15.151 
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The exemption from income tax is of no value to the holder of the bond if 
he is an unmarried man with an income of $2,000 per year or less. It is of no 
value to the married man whose income does not exceed $4,000. To the person 
with an annual income of $5,000 the exemption feature on a $1,000 bond is 
worth $2.00. If his income is $7,500 the exemption feature is worth $2.50. If 
his income exceeds $1,500,000 the exemption is worth $33.00 per year on income 
tax of a $1,000 5% bond. 

The value of this exemption feature is graduated by an increase in surtax 
until the annual income exceeds $2,000,000. On the excess of $2,000,000 per 
year the surtax is 63% and the normal tax 4% making the tax exemption feature 
worth 67% to the income in exeess of $2,000,000 as compared with nothing to 
the income of a single man below $2,000 or of a’‘married man below $4,000. 


When Federal Land Bank bonds are offered for sale the highest bidders will 
naturally be the persons to whom they will be of the greatest value. A careful 
inquiry shows that the larger portion of the bonds sold in May and June, 1918, 
ultimately reached wealthy investors. The few which were first purchased by 
persons of moderate or small incomes were afterwards largely sold at a profit to 
investors in whose hands they would be of greater value. This is apparent from 
the fact that the market price rose from $1.01 in May to $1.07 in August. In 
September and October New York Curb quotations were between $1.04 and $1.05. 
On November 30th, 1918, they were quoted at $1.0414. 


A study of the table entitled ‘‘Income Taxes, Bond Yields and Treasury 
Losses’’ on pages 14 and 15 will clearly show why the tax exempt bonds are 
bought by wealthy investors and not by those having small incomes. 


ANNUAL INCOME OF 23,500,000 FAMILIES 


Under the title of ‘‘Twenty Four Billions’’ the Bankers Trust Company of 
New York recently issued statistical tables on incomes received in the United 
States. The annual income of the 23,500,000 families of this country is estimated 
at $60,000,000,000. It is further estimated that two-thirds of this amount or 
$40,000,000,000 is distributed among families receiving incomes of less than 
$2,000 per year. There are 21,375,000 families, or over 90% of the American | 
people, whose incomes are $2,000.00 a year or less. It is also estimated that 
$5,000,000,000 goes to families receiving incomes ranging from $2,000 to $5,000 
per year. A further estimate is made that only about $1,000,000,000 of the 
$60,000,000,000 goes to families enjoying incomes of $250,000 per year or larger. 
Only 6,633 families have incomes of $100,000.00 per year or more. 


This proves that the tax exempt land bank bonds can be especially attractive 
only to a very few persons of large incomes while the vast majority of the Ameri- 
can people having incomes of $2,000 or under can receive no benefit from the tax 
exemption and will naturally invest their savings in more attractive 6% or 7% 
taxable securities. 


Following is part of the table copied from Page 256, Report of the Com- 
missioner of Internal Revenue for the fiscal year ending June 30, 1917, which 
shows that there is a sufficient number of very wealthy people to buy all possible 
issues of Federal Land Bank tax exempt bonds: 
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TABLE SHOWING THE TOTAL NUMBER OF RETURNS BY CLASS 


DISTRIBUTION 
Income Class No. of Returns 

$ 100,000.00 to $ 150,000.00 2,900 
150,000.00 200,000.00 1,284 
200,000.00 250,000.00 726 
250,000.00 300,000.00 427 
300,000.00 400,000.00 469 
400,000.00 500,000.00 245 
500,000.00 1,000,000.00 376 
1,000,000.00 1,500,000.00 97 
1,500,000.00 2,000,000.00 42 
2,000,000.00 3,000,000.00 34 
3,000,000.00 4,000,000.00 14 
4,000,000.00 5,000,000.00 9 
5,000,000.00 and over 10 


By taking the totals of the returns it will be noted that there are 6,633 who 
have incomes in excess of $100,000. There are 582 who have incomes in excess 
of $500,000. There are 206 who have incomes in excess of $1,000,000. There 
are 109 who have incomes in excess of $1,500,000. The Internal Revenue Report 
for the year ending June 30, 1918, will without doubt show an increased number 
of large incomes. 


VOLUME OF LOSSES BY EXEMPTION 


The interest income on $100,000,000 of Federal Land Bank 5% bonds is 
$5,000,000 per annum. These bonds held by persons receiving incomes of $1,500,- 
000 to $2,000,000 per year would be. granted an income tax exemption privilege 
of 66%, being 62% surtax and 4% normal tax. On each bond of $1,000 bearing 
an income of $50.00 the exemption would be $33.00 annually. 

With $100,000,000 worth of these bonds in the hands of these very wealthy 
persons the net loss to the national treasury in one year will be $3,300,000. This 
is in addition to the benefit derived by bond holders and losses sustained by the 
public through exemption from local, municipal, state and school taxes. 

The advertisements of the Federal Land Bank bonds in May, 1918, did not 
overdraw the importance of this exemption when they made the following state- 
ment: 

‘“Such exemption from taxation in a 5% bond constitutes an advantage 
hitherto unknown in American investments.’’ 

With 109 persons receiving incomes in excess of $1,500,000 each, the demand 
for bonds sustaining this extravagant exemption feature will be sufficient to 
absorb all bonds issued in the future by the Federal Land Banks. Their annual 
income will be sufficient to enable them to purchase the entire future output of 
Federal Land Bank bonds without converting any of their capital. It is prob- 
able, of course, that a portion of these bonds will be acquired by persons having 
incomes in excess of $2,000,000. In that case the loss to the national treasury 
would be 1% greater. 

It is possible that a few bonds might be acquired by persons of smaller 
incomes. In that case they would naturally drift to the coffers of the richer 
persons. An investor having an income of $1,500,000 could exchange a 10% 
taxable security for a 5% or a 444% Federal Land Bank bond and make a hand- 
some annual profit. The man with an income of $2,000 could exchange a 5% 
tax exempt Federal Farm Loan bond for a 6% or 7% taxable security and make 


Page Evghteen F. M. B. A. of A. BULLETIN 


a substantial annual profit. As naturally as water runs down hill, tax exempt 
bonds will flow to the wealthy investors. 


WORTH 14% TO VERY WEALTHY 


It would be impossible for these very wealthy capitalists to invest their 
money in any safe securities that would pay them anywhere near as heavy net 
dividends. A taxable security paying 14% interest would yield to these very 
wealthy investors a smaller income than the 5% Federal Land Bank bonds. A 
taxable bond paying 14% would net only 4.76% after deducting 66% income 
tax. A taxable security would be required to bear interest at the rate of 14.7% 
in order to net 5% to a person receiving an income in excess of $1,500,000. 

Of the $4,000,000,000 invested in farm mortgages in the United States, a 
part are short-time loans, some of which for various reasons could not be funded » 
by the Federal Land Banks. It is possible within a short time that $2,000,000,000 
of these mortgages may be placed by the Federal Land Banks. 


Loss $76,000,000 ANNUALLY 


With persons of heavy incomes holding $2,000,000,000 of Federal Land 
Bank 5% bonds the annual loss to the National Treasury would be $66,000,000. 

The loss through exemption from local, municipal, state and school taxes 
cannot be accurately given but an approximate estimate of one-half of one per 
cent per annum is reasonably correct. This would entail a regular continuous 
loss of $10,000,000 more per year, making a total annual loss of $76,000,000. 

In making these estimates the hmit of loss has been given. In estimating 
expense or loss or public expenditures it is never good business judgment to 
make calculations below the limit. There might be temporary or accidental 
causes to reduce these estimates for a short time but in the long run the intelli- 
gent American millionaire will not let any good bargains escape. The estimates 
given are practical estimates, because individuals of sufficient financial ability to 
obtain very large incomes always have sufficient ability to invest in the most prof- 
itable securities publicly advertised. 

The $76,000,000 per year. which the national and local governments may 
lose annually when the Federal Land Banks are running to capacity may not 
appear to be a very large sum when compared with the billions which the war 
has cost. 

The amount has little definite significance when taken by itself but by com- 
parison with state taxes of several states a clearer comprehension of its immen- 


sity is obtained. 


TAXES OF TEN REPRESENTATIVE STATES 


This possible future annual loss is greater than all of the state taxes of ten 
states levied for the purpose of paying the salaries of state officers, maintenance 
of state universities, normal schools, agricultural colleges, hospitals for the insane, 
schools for the blind, the deaf and the feeble-minded, state penitentiaries and 
reformatories, interest on public debts and for all other state purposes. 

The statistical abstract of the United States printed in 1917 gives the state 
taxes of the following named ten states in the year 1912: 
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The total state taxes of these ten states in the year given were less than 
$76,000,000. The tax exemption to be made annually in a few years to Ameri- 
can millionaire owners of Federal Land Bank bonds will be greater than the 
taxes of these ten states. In every one of the states named there are thousands 
of taxpaying citizens more in need of donations than the wealthy owners of Fed- 
eral Land Bank bonds but a proposition to have Congress pay these taxes out of 
the national treasury at the expense of the taxpayers of the United States would 
be unanimously condemned. This amount should not be taken from the great 
mass of the American people and donated to a very small proportion who are 
extremely wealthy. The evil of tax exemption is growing gradually instead of 
coming oninalump sum. The burden will be just as heavy in the end if the law 
is not amended. The principle is wrong. This is contrary to the intent of the 
law. This is helping the rich at the expense of the poor. 


TAX BURDEN SHIFTED TO OTHER TAXPAYERS 


It is conceded by all economists that exemption from taxation in no way 
reduces government expenses. The exemption merely shifts the burden of taxa- 
tion from the owners of exempt property to the owners of taxable property and 
to the consumers. Exemption from municipal, school, city and state taxes will 
increase the taxes paid by local property owners. 


CONGRESSMAN MORGAN'S OPINION 


In his book, ‘‘Land Credits,’’ Hon. Dick T. Morgan of Oklahoma in com- 


menting upon rural credit bills before Congress said: 

“They propose to exempt private profit sharing land banks—and profits, 
resources, surpluses and incomes from Federal, state and local taxation, which must 
add additional tax burdens to other private property, rob the state and local gov- 
ernments of millions of dollars of revenue, when exemption from taxation is a priv- 
ilege not extended to any of the private, profit-sharing land banks of European 


countries.” 
(Page 5, “Land Credits,’ Crowell Co. 1915.) 


On page 218 of the same book Congressman Morgan says: 

“Apparently there is general approval of the idea to exempt the mortgages and 
bonds from taxation. But the Federal Government thereby takes vast revenue from 
the state and local governments. Here again appears an inconsistency on the part 
of those who so vehemently oppose government aid by use of the Government’s 
fund or credit, but do not hesitate to force the States and local governments to 
relinquish revenue and credit to make the land credit institutions successful. It 
must also be borne in mind that TO RELIEVE ONE CLASS OF PROPERTY FROM TAXATION 
ALWAYS PLACES AN ADDITIONAL BURDEN UPON OTHER PROPERTY. So in the end, SOME- 
BODY MUST PAY THE BILL.” 
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INCREASED FREIGHT AND PASSENGER RATES 


The amount of money which the National Treasury loses through tax exemp- 
tions must be made up by additional taxes imposed either directly or indirectly 
on the public. These in every case increase the cost of living, in addition to the 
burden imposed upon the parties who pay taxes. 

At the present time all farmers are obliged to pay a 3% tax on the cost of 
shipping cattle, hogs, grain and other freight on railroads. This in turn increases 
the cost of food to the consumer. Every farmer is thus obliged to pay a tax on 
every dollar’s worth of produce which he sells in order to help make up the 
deficit caused by the tax exemption granted to the owners of Federal Land Bank 
bonds. Every traveler on the railroad is obliged to pay’an 8% tax to help make 
up the treasury deficit caused by the special favor which is granted to the very 
wealthy owners of the Federal Land Bank bonds. 

A similar tribute is required in varying degrees from every man who smokes 
a cigar, from every person who buys a piece of jewelry, from every individual 
who pays for a meal at a hotel, who uses a telephone, sends a telegram, attends 
a theatre or who purchases food or clothing for family use. 

The farmer who borrows money at a bank and gives his note is obliged to 
pay 20 cents for a revenue stamp to put on a thousand-dollar note because the 
national treasury at Washington needs the money. ‘T'wenty dollars in revenue 
stamps are required for a deed to a $20,000 farm to help make up the deficit 
caused by tax exemption. An extra cent is charged for postage on every letter 
mailed for the same reason. The merchant who signs an acceptance for an in- 
voice of merchandise is obliged to pay a stamp duty. A part of all these taxes 
are required to help make up the shortage in the treasury caused by exemptions 
allowed to very wealthy people who buy tax exempt Federal Land Bank bonds 
and thus evade the taxes they ought to pay. 

Every farmer who buys a wagon, a harvester or a plow is compelled to pay 
a higher price for it because of the national taxes imposed upon the manufac- 
turers in order to fill the treasury deficit caused by the exemption of Federal 
Land Bank bonds. These are war taxes but the tax exemption increases war 
taxes to all tax payers. 


MORE CREDIT BANKS WANTED 


The mistaken idea that tax exemption of farm loan bonds legitimately pro- 
duces cheaper money has already started active agitation for two more kinds. of 
gvovernment.loan banks whose success shall be based on tax exempt securities. 

Residents of cities are already clamoring for the organization of banks to 
give them the same special privileges as those granted by the Federal Land 
Banks. Within the last few months the real estate board of New Orleans passed 
resolutions urging the enactment of such a law. 

A bill now before congress provides for the organization of personal eredit 
banks. Its object is to provide cheap loans for persons who have neither coun- 
try nor city property real or personal to offer as security. 


TAX EXEMPT ARISTOCRACY 


There appears to be no good reason why preference should be shown to 
any one class of people over another. If carried to its ultimate conclusion this 
legislation will result in tax exemption of all money loaned and of the income 
received therefrom. When that condition of affairs is reached the persons who» 
own property and do or do not owe debts will be compelled to pay all of the 
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direct taxes and those who earn salaries or receive other taxable incomes will 
pay all of the income taxes while the persons who hold securities and receive the 
interest on the debts will constitute a tax exempt aristocracy contributing nothing 
to Federal, state, municipal, local or school support by either property or income 
taxation. 


RATES OF INTEREST NOT GREATLY REDUCED 


The advocates of this system contend that the Federal Land Banks are able 
to loan money at 14% lower than private investors. Some ultra-enthusiastic 
partisans of the Federal Land Banks claim that a saving of 1% is made for the 
borrower. The rate of interest charged by the Federal Land Banks at the pres- 
ent time is 514% which is paid by the farmer. There are numerous other inci- 
dental overhead expenses for salaries of the Farm Loan Bureau and employes 
at Washington and other purposes which are paid by the Federal Government. 
Joint Stock Land Banks loaning under the same law and enjoying full tax 
exemption of securities loan at a rate of 6%. Private investors in the prin- 
cipal agricultural states loan at 544% to 6% including commissions without any 
exemption of securities from taxation. Life Insurance companies are carrying 
one-quarter of the farm mortgages of the country at less than 534%. 

In the semi-arid states, in undeveloped pioneer territory and in localities 
where the conditions are hazardous, higher rates are charged by conservative 
private investors. The proportion of mortgages on which rates of eight per 
cent or higher are charged is small. Some of the partisan supporters of the 
Federal Land Bank system have compared a few loans bearing ten per cent in 
hazardous localities with millions of dollars worth of loans in safe loaning ter- 
ritory at five and one-half percent to six percent and have concluded that the 
average farm loan rate is therefore eight percent. This is clearly an error. 
The volume of loans at each rate should be considered. In Iowa where the 
average rate is about 534% the Federal Land Banks have closed loans to the 
amount of $5,412,350. In Wyoming where plenty of loans are made at 8%, 9% 
and 10% the Federal Land Banks have loaned $427,400. Giving the benefit of 
a liberal estimate and crediting their Wyoming loans all to ten percent territory, 
the actual average is a very small fraction over six percent when the volume of 
loans in both Iowa and Wyoming is considered. 

A negro farmer might borrow fifty dollars from an Alabama bank for a 
month until he could market his cotton and be charged one dollar for the accom- 
odation. That would figure out as 24% interest. A dozen other farmers might 
borrow $500 each for six months at six percent. It would not be correct to 
yay that the average interest rate charged by the Alabama bank was fifteen per- 
eent. 


SEEM CHEAPER BUT COST MORE 


The superficial observer might be deceived into the belief that the Federal 
Land Bank loans made at a lower rate are cheaper. A careful analysis shows 
the contrary to be the case. They merely seem cheaper. 

An Iowa farmer borrowing $1,000 from a private investor at 6% pays 
$60.00 per year interest. The investor holding the mortgage pays his full share 
of local, state, school, municipal and Federal and income taxes without any 
rebate or exemption whatever. The total gross cost of the loan to the Amer- 
ican people is $60.00, paid by the farmer who obtained the loan and received 
its benefits. 


Another Iowa farmer borrowing $1,000 from a Federal Land Book pays 
five and one-half percent interest or $55.00 per year. The Federal Land Bank 
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may obtain the $1,000 to loan the Iowa farmer by selling $1,000 in bonds to a 
person having an income in excess of $1,500,000 per year. The bond is exempt 
from all taxes. When the millionaire pays his income tax he is given eredit to 
the extent of $33.00 on the $50.00 interest received on the thousand dollar bond 
because it is exempt from income tax. Instead of paying $33.00 into the 
national treasury he retains it in his pocket and the $33.00 is collected from the 
rest of the American tax payers to fill the deficit caused by the exemption. The 
loan has now cost the farmer $55.00 and it has cost the American people $33.00, 
a total cost of $88.00. When the time comes for payment of local taxes, the 
very wealthy owner of the Federal Land Bank bond declines again to pay taxes 
on the Federal Land Bank bond. A fair and moderate estimate of the tax 
which he evades for local, state, school and municipal purposes would be five 
dollars. This five dollar deficit in the local treasury must be paid by his 
neighbors in order to keep up local and state expenses. The direct cost of the 
Federal Land Bank loan to the country at large is $55.00 paid by the farmer, 
$33.00 exemption granted to bond holder on income tax, $5.00 exemption granted 
to bond holder on local, state, municipal and school tax, a total cost of $93.00 
equalling 9.3%. The borrower pays $55.00 and the American people at large 
pay $38.00. 

The farmer who borrowed at the rate of $55.00 per year thought he was 
saving $5.00 each year. He did not realize that 160 other farmers would be 
compelled to pay a share of $38.00 a year in order that he might save five dollars. 
He did not realize that 604 other families of factory workmen, clerks, railway 
men, merchants and farmers. would be obliged to contribute a share of $38.00 
in order that his family might save five dollars. This cost to the American 
people of $38.00 compared with $5.00 saved by him makes a publie loss of $7.60 
for every dollar benefit which the borrower receives. The taxpayers would save 
$33.00 profit annually on every thousand dollars loaned if congress were to 
appropriate $5.00 a year as a bonus or gift to be presented to each borrower for 
every thousand dollars borrowed through the Federal Land Banks. The prin- 
ciple is wrong. The people would prefer donating $5.00 to a farmer needing 
charity rather than making a present of $38.00 to a rich investor on every 
$1,000 invested by him. 


DEPRESS PRICE OF LIBERTY BONDS 


The special immunity extended to the Federal Farm Loan bonds issued by 
the Federal Land Banks and the Joint Stock Land Banks has been one of the 
causes that have depressed the credit of the United States and depreciated the 
price of Liberty Bonds in the market. The first issue of Liberty Bonds drawing 
314% interest are the only bonds issued since the war began that are exempt © 
from all taxation the same as Federal Land Bank bonds. The 314% Liberty 
Bonds in November, 1918, were selling on the market at par or lower, a decline 
of two percent from midsummer quotations. Dec. 7th they sold in New York 
at 97.20. 

' Subsequent issues of Liberty bonds bearing 414% interest are subject to 
certain surtaxes. The U.S. Liberty 4th 414’s closed November 30th at 96.88. 
On December 7th they sold in New York at 95.82. They are the direct obliga- 
tions of the government, backed by the resources and honor of over 105,000,000 

eople. 

i The great loss that would accrue to the country from having so vast an 
amount of Liberty Bonds tax exempt was realized after the first issue of 314% 
Liberty bonds and therefore the second and third issues of 4% and 444% Lib- 
erty Bonds were made subject to surtaxes, but no law was passed imposing a 
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surtax on later issues of Federal Land Bank bonds. This discrimination in 
favor of land band bonds and against the nation’s own obligations, the Liberty 
bonds caused considerable discussion in congress and out of congress. It resulted 
in removing the surtax from Liberty bonds to a limited extent at the time the 
fourth issue was authorized, but this is of trifling importance to persons receiv- 
ing large incomes as they are only granted exemption of surtax on Liberty 
Bonds yielding less than $5,000 annually. It would have been better for tax- 
payers by many hundred million dollars if the surtax had been left on Liberty 
bonds and the exemption removed from Federal Land Bank bonds. 


LAND BANK BONDS ABOVE PAR LIBERTY BONDS BELOW 


The Federal Land Bank bonds which are expected to be a source of profit 
to the banks that issue them and which are a source of enormous profit to the 
very wealthy bond holders who own them were quoted November 30th, 1918, as 
sold on the Broad Street Curb at 10414. These obligations of privately owned 
corporations sell four to seven points above the Liberty bonds. Very few Fed- 
eral Farm Loan bonds are offered on the market now because they have been 
nearly all bought up by very wealthy people who will hold them. 

The following quotation from the market reports of November 30th, 1918, 
show the depreciation of Government bonds at that time and the higher market 
value of Federal Land Bank bonds. These are the closing quotations for the 
day: 


PELE Mu OUL ASS NOCONG 2 Piss: + ao Wile e que e006 Geet 4 % at 94.70 
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The depreciation of all of the second, third and fourth issue of Liberty 
bonds has resulted in a loss of many hundred million dollars. The optimistic 
theorists who gnce considered the government credit unlimited now understand 
that it has its limits. For that reason its securities drop below par in competi- 
tion with investments yielding greater net returns. 

The last issue of 414% Liberty bonds was $6,000,000,000. The price of 
these bonds dropped to 95.80 on December 7th, causing a loss of $240,000,000 to 
the patriotic citizens who purchased them to help win the war. That is a loss 
of $40.00 to the widow who purchased a bond of $1,000 and a loss of four 
dollars to the boot black who showed his love for the flag by buying a $100 bond 
on the installment plan. 


PRICE DEPRESSION RECOGNIZED AT WASHINGTON 


This bad effect of the Federal Land Bank bonds on the government credit 
and on the market price of its obligations is recognized by the department at 
Washington. It was announced officially in October that the next issue of Fed- 
eral Land Bank bonds would be purchased by the Secretary of the Treasury. 
This will again be the direct use of proceeds of Liberty bonds and War Sav- 
ings Stamps to loan to Federal Land Bank borrowers. When any system is 
inherently wrong from an economic standpoint it can not be made right by sharp 
manipulations. 


LARGER LOANS IN IOWA 
In the state of Iowa the regular standard commercial rate on farm mort- 


gages during the last year and a half and for twenty-five years previous has 
been between five and six percent: Under the influence of the liberal valuation 
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allowed and the alluring promises that ‘‘the mortgages will never have to be 
paid’’ the Federal Land Bank loaned $5,412,350 in Iowa prior to October Ist, 
1918, on 804 farms on mortgages averaging $6,731. 

A farmer may borrow money to the amount of half the value of his land 
and twenty percent of the value of his buildings. If these loans were made 
according to law the average borrower owned in his own name more than $14,000 
worth of real estate including buildings on which to give security in addition to 
his personal property. 

Men who declined investments bearing six percent interest and instead pur- 
chased Liberty bonds yielding four and a quarter percent interest to help win 
the war did not understand that part of that money was to be loaned at 514% 
to their rich farmer neighbors each owning more than $14,000 worth of property. 


NO INCREASE IN FOOD PRODUCTION IN IOWA 


Iowa is the most prosperous agricultural state of the nation and her food 
production is among the greatest. Special exemptions are claimed for Federal 
Land Bank bonds on the plea that the money is loaned to increase the produc- 
tion of food. Any intelligent person familiar with conditions in Jowa knows 
that more than $5,000,000 loaned there failed to increase food production.: 
It was well known when the loans were negotiated that there would be no 
increase in focd production in Iowa that could be honestly credited to the Fed- 
eral Land Bank loans. 

Nearly all of these loans were to refund existing debts. The average lowa 
farmer now owes $6,731 to a Federal Land Bank due in 35 years with interest 
at 516% instead of owing an insurance company $5,000 due in two or three or 
five years with interest at 514% to 534%. The increased loan gave him enough 
extra cash to pay for a good automobile and the novelty of putting off the final 
payment so his grandson could pay it appealed to him. His corn yields no 
more to the acre and his pigs grow no faster since he changed the name of his 
mortgage creditor. 

The losses sustained by the national treasury through the loaning of over 
$5,000,000 of tax exempt money in Iowa would aggregate $165,000 every year 
when estimated at $33 per thousand. These losses are in no way offset by any 
material increase in focd production. 

In the congressional debate January 4th, 1918, on the $200,000,000 special 
appropriation for the Federal Land Banks, Chairman Glass in supporting the 
bill as the representative of the Federal Farm Loan Bureau stated that ninety 
percent of the loans made by the Federal Land Banks were to refund existing 
loans thus admitting that ninety percent of the money loaned could not pos- 
sibly increase food production. All of the loans thus far made by the Federal 
Land Banks affect less than one percent of the farms of the United States. 


GENERAL FAILURE TO INCREASE FOOD PRODUCTION 


A eareful investigation of the effects of Federal Land Bank loans through- 
out the United States proves conclusively that there was not enough of an 
increase in food production to warrant the tax exemption of the bonds. In 
states where large loans are made, increased food production was not expected. 
In many hazardous localities where the Federal Land Banks gambled with 
nature, the crops were failures and actual Government donations have, in many 
instances been required. A broad critical view of the entire country shows that 
there is no merit in the claim of increased food production. It is merely an 
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echo of promises made before the law: went into effect. The stimulating effect 
of high prices of farm products governs production when combined with the 
patriotism of the owners of the 99 percent of the farms which do not carry 
Federal Land Bank loans. Food production has been greatly increased but the 
eredit is not due to Federal Land Banks. 3 


So thoroughly has this ‘‘increased food production’’ propaganda been 
worked that several hundred newspapers were persuaded to donate about $70,000 
worth of advertising in May and June for the sale of the Federal Land Bank 
bonds. Shrewd appeals to patriotism did much to make the public think that 
food production would be increased, but they did not sell the bonds to people 
receiving small incomes nor prevent alert men of wealth from getting most of 
them. 


LOSS OF RECORDING TAX 


In some states other losses would be sustained in addition to valuation taxes. 
In Minnesota, New York, Oklahoma, Michigan, Alabama and some other states 
a special recording tax is charged on mortgages. This tax is lost on Federal 
Land Bank mortgages. They are held to be frée from the recording tax. There 
have been no test cases in the courts. 


HELP THE POOR FIRST 


It is perfectly consistent and economically wise for governments to make 
donations to drouth sufferers and fire sufferers or to the struggling poor. But 
if the government intends to become a wholesale dispenser of charity and a 
grantor of subsidies, its first attention should be given to those most in need. 
There are millions who need aid more than money borrowers who already each 
own and control property to the value of $14,000. It is unjust to the more 
needy to use the proceeds of public taxation and national Liberty bonds for 
cheap loans to the well-to-do when poorer people are in sore need of aid. 


No other country in the world has a rural credit system which grants greater 
exemption to owners cf bonds of privately owned banks than it grants to the 
owners of government bonds. 


THE NEW ZEALAND SYSTEM PROFITABLE 


In New Zealand the government conducts the loan business for the aid of 
the settlers. The New Zealand system provides that small loans shall have the 
preference over large loans. Applications for loans of $2,500 or less shall have 
priority over applications for larger loans. The result is that the New Zealand 
loans average small and the most aid is given to persons of small capital. 


For the year ending March 31st, 1915, according to the New Zealand year 
book 1,453 loans were made averaging about $1,500 each. Only 620 loans were 
made in the year exceeding $2,500 each. Only two were made as large as 
$10,000. The essential element in keeping the loans so well distributed is the 
provision giving priority to the smaller applications. 


The money is obtained by issuing bonds, which are obligations of the gov- 
ernment. According to the New Zealand Government reports much of this 
money has been borrowed at three percent. In 1915 the average interest rate 
on New Zealand’s bonded debts of all kinds was a little above 314%. The loans 
are made at five percent with a special rebate of half of one percent if pay- 
ments are made when due. The margin is sufficient to make a profit to the New 
Zealand treasury. 
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For the year ending March 31st, 1915, the net profits on the New Zealand 
loans to settlers was $287,170.00 (57,484 pounds) after paying clerk hire and 
all expenses. That is quite a contrast with the American system with its tax 
exempt bonds, its $8,891,270 free loan of capital and the salaries of a host of 
Federal Farm Loan Bureau officials at Washington all causing higher taxes to 
be levied by Congress. 


The New Zealand system is a benefit to taxpayers instead of a burden. 


LARGE LOANS FAVORED AND LAW EVADED 


The average large size of the Iowa loans ($6,731.00) shows that the prefer- 
ence for small loans is not given by the American system. Loans of $10,000 are 
made wherever possible by the Federal Land Banks. The Federal Farm Loan 
Act specificially provides that no loans shall be made in excess of $10,000. This 
provision was wisely put into the law in order to secure a distribution of the 
loans among people of moderate means. 3 


Strict compliance with the intent of the law is not required by the Federal 
Land Banks. Borrowers are encouraged to make larger loans by resorting to 
the subterfuge of deeding part of their real estate to other members of their 
families for a sufficient time to enable the other persons to execute mortgages 
securing other loans. By this plan a man and wife can readily borrow $20,000 
doubling the limit authorized by law. Such double loaning is not infrequent. 


The Federal Farm Loan Board in its first annual report showed that it is 
favorable to large loans as it reeommended that the law be amended to permit 
the making of $25,000 loans. 


The annual loss through tax exemption, local tax and income tax if the 
bonds were held by very wealthy persons would at the rate of $38.00 per thou- 
sand be $95.00 on a loan of $2,500 while it would be ten times greater or $950.00 
on a loan of $25,000. 


The man who ean borrow $25,000 must have real estate exclusive of puild- 
ings worth $50,000 or he must have real estate which with twenty percent of 
the value of the buildings added equals $50,000. Land worth $48,000 carrying 
buildings worth $10,000 would qualify the farm for a $25,000 loan. The bor- 
rower would own a farm worth $58,000 in addition to personal property. 


Would a congressman dare face his constituents if they knew he voted for 
a system to give government aid to a man owning $58,000 worth of property? 


The tax exempt bonds issued under the Federal Farm Loan Act, both Fed- 
eral Land Bank bonds and Joint Stock Bank bonds, when held by wealthy 
owners, necessarily impose a burden of $950.00 every year on the national treas- 
ury and local tax payers for every $25,000 loan made. Thousands of tax payers 
and consumers less able to do so than the wealthy borrower would be compelled 
to earry additional burden to pay the $950.00 thus lcst. For the slight benefits 
they receive such borrowers ought not to be the objects of public charity any 
more than the millionaire bond holders. 


FINANCING AN AUTOMOBILE FACTORY 


The evils of this tax exemption and the extent to which it can be carried 
contrary to the intent of the law is illustrated by a loan recently made by the 
Federal Land Bank at Wichita, Kansas. The Wichita bank loaned $12,000 to 
a manufacturer of automobiles. Mr. John J. Jones has for fifteen years or 
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more been a business man at Wichita and in no sense a farmer. He owns an 
automobile factory and manufactures the ‘‘Jones Six’’ automobile. Adjoining 
his automobile factory Mr. Jones owned 128 acres of land. The value of the 
land was largely due to its location rather than to its special adaptability to the 
production of food. The title to this 128 acres of land was in the name of Mr. 
John J. Jones. He deeded 80 acres to his wife. She borrowed $8,000 from the 
Federal Land Bank on the 80 acres and he borrowed $4,000 on the remaining 
48 acres. This land is within a few minutes’ walk of the Wichita Federal Land 
Bank. The occupation of Mr. Jones and all of the facts and circumstances 
were well known or could have been known to all of the bank officials. This is 
not a case where an inspector can be made to take all of the blame. 


The Wichita bank officials may claim that they thought Mr. Jones needed 
this $12,000 in order to increase the production of food by raising beans, wheat 
or sweet potatoes on the land. Those who are familiar with the capital demands 
of an automobile business will be suspicious that the $12,000 will be used to 
increase the production of the ‘‘.Jones Six’’.. This is broadening the purpose of 
the Federal Farm Loan act much more than its originators intended. 


The accompanying picture of the Jones Motor Co. factory was copied from 
the latest catalogue issued by that enterprising corporation. The land adjoin- 
ing such a fine factory would probably soon be good property to cut up and 
sell as town lots. Such a speculation carried on Federal Land Bank 514% 
money furnished by tax exempt bonds ought to make a good profit for the owner 
in a few years. To the ordinary enterprising automobile manufacturer the 
probable increase in value of the land would be more of an inspiration than a 
desire to increase the production of food. 


On the basis of $38.00 per thousand lcss through tax exemption this loan 
to the automobile manufacturer will cost the American people $456 every year 
in addition to the 544% of interest paid by Mrs. Jones and Mr. Jones and the 
Jones Motor Company. 


As the effects of tax exemption have compelled the Secretary of the Treas- 
ury to decide to furnish the money for future farm loans out of the public 
treasury and as many tax exempt bonds are held by rich bond holders every 
tax payer can now know he has a small interest in promoting the automobile 
business. 


Without doubt Mr. Jones could have borrowed a reasonable amount on his 
land at six percent from private investors but the large loan of $100 per acre 
on the 80 acres and the saving to himself of half of one percent interest appealed 
to him. The public must, therefore, stand the loss of the tax exemption. 


There is nothing about the transaction to reflect on the integrity or credit 
of Mr. Jones. The deal simply shows the unfairness with which the tax exemp- 
tion can be used. The following three items from the Daily Record published 
in Wichita show how the law was juggled to work out the scheme: 


WARRANTY DEEDS 
John J. Jones and Laura Neal to Laura Neal Jones, 10-1-18, E14, 8. HE. 4, 
See. 28-26-1K, $1.00. 
MORTGAGES 
John J. Jones and Laura Neal to Federal Land Bank, 7-20-18, Wi, 
S. E. 14, ex 32 A off W. side Sec. 28-26-1E, $4,000. 


Laura Neal Jones and John J. to same, 7-20-18, E14, S. H. 14, Sec. 28-26-1H, 
$8,000. 
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PAYING THE DIFFERENCE TO MILLIONAIRES 


To take another view of the effects of the exemption: The government 
substantially makes this appeal to a person having an income of $2,000: ‘‘Loan 
$1,000 to the Federal Land Bank at 5%. You have no income tax to pay so 
the loan will net you 5%’’. The man with the small income does not invest, 
because he can make more by purchasing taxable securities bearing six or seven 
percent interest. 

The government also makes this appeal to a person having an income in 
excess of $1,500,000. ‘‘Loan $1,000 to the Federal Land Bank at 5%. You 
are required by law to pay an income tax of 66% on the amount of your income 
in excess of $1,500,000. In order to net you 5% a taxable security must yield 
over 14% interest annually. The government will therefore pay you the dif- 
_ ference by giving you an exemption allowance so that this 5% bond will be as 
productive to you as a taxable security paying more than 14% interest. The 
tax payers of the country will make up the deficit to the national treasury.’’ 

The publicity department of the Federal Land Banks may deny that there 
is any deficit thus caused. They may claim that the bonds were brought by 
small investors who are not entitled to any exemption. 


FALLACIES OFTEN POPULAR 


The advocates of tax exemption are enthusiastic for its continuance because 
they claim it is a popular doctrine. Its temporary popularity does not neces- 
sarily indicate a permanent value. Many fallacious doctrines lke the Free 
Silver delusion and the greenback craze have had temporary popularity. The 
popularity of public lotteries has been so great that nearly all civilized countries 
have found it necessary to suppress them as contrary to public policy being 
evils detrimental to the public good. 

In his address at the American Bankers Convention in Chicago in 1918 Mr. 
Otto H. Kahn of New York City said: 

“Nothing is easier to start, nothing moves faster when once started, than 
economic fallacies. Nothing is harder than for sober unvarnished truth, loaded 
down with the weight of the realities of existence, to catch up with those fallacies. 

It invariably does in the end, but meanwhile the fallacies on their long start and 


rapid flight may have wrought vast harm, as we have recently seen exemplified in 
Russia.” 


At the present time the Federal Farm Loan system is walking on stilts— 
the high stilts of tax exemption—a very treacherous and unstable footing. 

When it is thoroughly understood that every year 160 farmers are obliged 
to suffer that one may be favored, the majority of farmers will not favor the 
exemption. 

When it is generally known that 604 families are required to pay more for 
the cost of living that one family may receive small benefits, the majority 
against tax exemption will be overwhelming. 

No political party and no individual in public life will then favor this unfair 
tax exemption preference by advocating or defending it. 

The eloquence of idealistic dreamers and socialistic economists will not pre- 
vail against the inexorable arguments of the tax receipt and the family expense 
account. 


ENACTED AS A NON-PARTISAN MEASURE 


The Federal Farm Loan act was enacted as a nonpartisan measure. Partly 
lines were not drawn when the appropriation of $200,000,000 was made to keep 
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the system alive in January, 1918. The tax exemption feature ought to stand 
or fall on its actual economic merit. Bonds ought to be sold on their market 
value in competition with other securities. 


It is not the province of the government in time of peace to purchase food 
at a high price and sell it at a lower price at a loss to people not in need of 
charity. Neither is it the legitimate business of government to incur heavy 
losses through special tax exemptions in order to save a small fraction of that 
loss by a slight temporary reduction in interest rates to a small es te of 
the public. 


The present exemptions granted are far in excess of the original intent of 
the law and are due to the effect of subsequent revenue laws. 


The title of the act states that it is ‘‘to provide capital for agricultural 
development’’ and ‘‘to equalize rates of interest on farm loans.’’ 


It was not intended to be developed into a system for granting enormous 
exemptions to very rich people in exchange for funds to be loaned to a few 
borrowers at a rate only slightly reduced below the commercial market rate for 
such loans. 


Some of those who favor this tax exemption provision contend that the 
Federal Farm Loan system would be destroyed if the tax exemption were 
changed. It would merely put it on a legitimate basis where it could demon- 
strate its honest value for the purposes for which it was created. 


Repeal of the tax-exemption feature would make the bonds less desirable 
as investments to persons having large incomes. They would then be required 
to pay more. taxes. The law was not enacted for the benefit of millionaires. 


No discreet friend of the Federal Farm Loan act will specifically claim 
publicly that the existence of the system depends upon granting exemptions 
worth $38.00 every year to persons having incomes in excess of $1,500,000 on 
every $1,000 five percent Federal Land Bank bond they own. 


Repeal of the tax exemption feature would make the bonds more salable 
by removing the question of doubt as to their validity. 


Repeal of the tax exemption feature would not detract from the value of 
bonds to small investors, because to millions of families whose incomes are below 
$2,000 per year the tax exemption is of no value. 


The repeal of the tax exemption feature of the Federal Farm Loan act 
might interfere with the development of a big political machine, but it was not 
created for political purposes. It would in no way interfere with the legitimate 
and proper functions of the rural credit system. It would in no way be detri- 
mental to the interest of Aen ae when the welfare of all of the farmers is 
considered. 


CORRECTING A LEGISLATIVE BLUNDER 


When the law was first discussed and formulated in the preliminary agita- 
tion and when the investigations were made in Europe there was no Federal 
income tax. When the law was enacted in 1916 the income tax law of 1913 was 
in force imposing only 6% tax on large incomes. When the first sale of Med- 
eral Farm Loan bonds was made in the summer of 1917 the income tax on large 
incomes was 12%, under the act approved September 8th, 1916. At the present 
time under the act of October 8rd, 1917, the tax on the larger incomes is in- 
creased to 66% and 67%. Repeal of the tax exemption feature of the act 
would be in fact a restoration of the act to the original conditions when it was 
first suggested. Repeal would be the correction of an accidental legislative 
bhinder. | 
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Several of the Federal Land Banks claim to be self supporting. So far as 
their own stockholders are concerned that may be true but when considered on 
the basis of cost to the American people they are run at a tremendous loss. 

With $8,891,270 or the original $9,000,000 of capital furnished to them 
free from the national treasury they have a great advantage at the start. With 
wealthy investors subsidized to the extent of two-thirds of their income, their 
securities have exceptional attractions to people with large incomes. 

The Federal Land Banks ought to be successful as long as a tax burdened 
public will submit to paying for these two artificial aids. 


TAX SLACKING WILL NOT BE PERMANENT . 


The best friends of the Rural Credit system are those who favor putting it 
on a sane and a sound permanent financial basis. The much lauded rural credit 
systems of New Zealand and other countries are not charitable institutions. 
America will not long sustain the rural credit system as a charitable institution. 

In times of low taxation and cheap living the public overlooks many inci- 
dental items of expenses. The enormous cost of the war will make American 
taxation of all forms very heavy for several generations. The public will be 
sensitive and critical of any special privileges granted which increase the taxes 
or living expenses of the masses. People will be jealous of those who shirk tax 
loads. Our Government is a Government of all of the people and responsive 
to public sentiment which will urge repeal of special privileges. The practical 
results of tax exemption merit the careful study of statesmen of all political 
parties. 

Leading financial editors of the country have commended the arguments 
against tax exemption. 


OPINIONS OF FINANCIAL EDITORS 


The United States Investor of Boston, in commenting upon the subject said: 

“The Farm Mortgage Bankers Association of America has recently done a 
public service by showing how heavy may be the loss, in actual dollars and cents, 
that the Government may suffer, from the tax exempt feature of the Federal Farm 
Loan Bonds.” 


The San Francisco Bulletin said: 


“Tt is apparent that there should be some method of including this form of 
investment in the tax program, since it comes in competition with war issues that 
have not the same tax exemption and do not receive such high interest yields.” 


The St. Louis Globe-Demoecrat said: 


“The Federal Farm Loan measure was enacted before the war and when few 
dreamed of such a large supertax on incomes. It is not good business for the gov- 
ernment to continue to issue these bonds under such conditions. To say the least, 
the tax exemption should be no greater than that of the great mass of Liberty Bonds. 
Congress quickly recognized the mistake it made in exempting the first issue of 
Liberty Bonds from supertaxes. It should be as prompt to amend the federal farm 
loan act so as to shut off the possibility of a loss of millions in taxes without 
substantial benefit to the farmers of the country.” 


The Financial World of New York said: 


“Why should farm bonds be selected as a tax exempt security when Congress, 
discovering the tendency of tax slackers to get from under heavy burdens which we 
all should bear equally in this period of war, eliminated the tax exemption from 
the second and third Liberty loan save a small amount” 


The Sioux City Daily Tribune in an editorial favorable to the Federal Land 
Banks conceded the error of the tax exemption. The Tribune said: 
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“There is no harm in admitting that tax exempt bonds of all kinds constitute an 
interference with the revenue systems which have been developing of recent years, 
and which will develop still further, along the same line, in the years to come. 
Individual] incomes are exactly what they are, regardless of the source of the income 
and their comparative lability should not be complicated in any way.” 


Farm MortcGaceEs AS Proper INVESTMENTS 


Farm mortgages as proper investments are treated most intelligently in the 
Underwriter Review, published at Des Moines, which points out that insurance 
companies have made a noticeable trend toward investments of this sort in 
recent months. The central west is declared to be the proper section for farm 
mortgages because of the regularity of crops and the above the average character 
of the citizens, both important factors. The banner state, on farm loans so 
far as life insurance companies are concerned, 1s Iowa with $195,782,000 at the 
end of 1916. Other states follow in this order: Missouri, Kansas, Nebraska, 
Indiana, Illinois, Texas, Minnesota, South Dakota. 


INSURANCE MoneEyY TO STIMULATE FArmM PRODUCTION 


The two hundred and forty life insurance companies in the United States 
are trustees for six billion dollars of the people’s savings, which they hold to 
mature fifty million insurance policies. This money is invested in bonds, in 
real estate mortgages, and about 15% of it is lent back to policy holders. More 
than a third is invested in loans on farms and other real estate; the percentage 
of these to the total having grown in recent years. Recently the Association 
of Life Insurance Presidents separated the figures for farm and other real 
estate mortgages and this compilation shows how the companies, through their 
farm loans, have helped to increase food production since the war started. 

The figures for 165 companies show that between December 31, 1914, and 
the end of 1916, these companies increased their outstanding farm loans by 
$190,161,000, or 29%. During that same period their loans on other real estate 
fell off 2%; their gains in bond holdings was 16%%. In the first nine months 
of 1917 the new farm loans made by 159 companies were $200,000,000; the 
maturities for that period are not given. 

The fact is brought out that 95% of the increase in farm loans in 1916 
over 1914, and 94% of the new loans of 1917, are located in nineteen states 
which produce nearly 75% of the country’s essential food crops and 80% of the 
food live stock of the country. Thus are the insurance companies, by loaning 
funds in territories where food production can best be increased, helping to 
win the war.—World’s Work. 


INVESTMENT SAFETY IN THE Farm MortTGAGE 


In its monthly ‘‘Investograph,’’ the Gold-Stabeck Company of Minneapolis 
has this to say relative to farm mortgages as an investment: 

‘‘In considering farm mortgages as an investment, the question is some- 
times asked: ‘But what if there should be a crop failure?’ Such a crop as the 
$480,000,000 one now being harvested in Minnesota alone, answers this question 
by the wealth with which it is enriching many farmers for a lifetime. One crop 
failure can no longer ruin the prosperous farmers of the Northwest. After the 
unfavorable crop conditions in North Dakota in 1917, bankers reported that 
the farmers were paying their obligations on time, in spite of their bad year. 
The modern farmer has learned the ways of business, and has done everything 
in his power to protect himself against financial reverses.’’ 
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Farm MortcGacE BANKERS ASSOCIATION OF AMERICA STANDING 
COMMITTEES FOR THE YEAR 1918-19 


CONSTITUTION AND BY-LAWS 
George L. Ramsey, Chairman 


George L. Ramsey, Banking Corp. of Montana.................220000...... Helena, Montana 
W. C. Allen, Waddell Investment Co..........0000000..... oy Weer Kansas City, Mo. 
Prank Warren,. Warren Mortgage Co..2222.0Lto Emporia, Kansas 


EDUCATIONAL AND PUBLICITY 
Kingman N. Robins, Chairman 


feeeeronon. investors Wlortvace. Coc: ko New Orleans, La. 
OMIT AAR VL ES CIP EVVATA, Oo 2 O Levins ns <o eane ccd cmc antqne-s <a pocomoveennebges cue + Chicago, Ill. 
vet cwatrca ee Bit ae) igi ia F151 th 0 eis a eke I a ea Kansas City, Mo. 
R. O. Deming, Deming Investment Company....................00..-.0.2..-- Oswego, Kansas 
Parr enndapp wa éells-Dickey, Company...:....-.-..--..-.0\et--00---- Minneapolis, Minn. 
Ponce eonade.. Hirst National bank.e.! lo; ee ee, Rock Rapids, Ia. 
George L. Ramsey, Banking Corp. of Montana..................0002....... Helena, Montana 
C. B. Merriam, Merriam Mortgage Company............ Re Ce ee Topeka, Kansas 
Poeenamainan American Trust. Company -2...-2..._-.2cc.so-4-0--csc.s-ccee-- St. Louis, Mo. 
K. N. Robins, Associated Mortgage Investors.....................222--------- Rochester, N. Y. 
C. H. Rodenbach, Day-Hansen Security Company.......................:.....--- Chicago, Ill. 
S. H. Warren, Warren Mortgage Company...................2-....------000-- Emporia, Kansas 


FEDERAL LEGISLATIVE 
F. W. Thompson, Chairman 


Kingman N. Robins, Associated Mortgage Investors...................... Rochester, N. Y. 
vy WW epb es Missour pave Assn: Banks 2822 e Kansas City, Mo. 
en iis, vampire Loan & Trust Conc ioe e ek A ee oe Americus, Ga. 
w0s, 1. McNary, State Savings:& Trust Cos 2222. Indianapolis, Ind. 
J. L. Wright, American Securities Corporation, Ince.................... New Orleans, La. 
F. W..Thompson, Merchants Loan and Trust Co.........02202002..22222222..---- Chicago, Ill. 
O. M. Corwin, Wells-Dickey Company.......W...2.00........ een Minneapolis, Minn. 
foe 2 eters, overs 1 rusteCompany leit enn Omaha, Nebr. 
Pee inpp en ret: 1 rust-Companyen.aki el Wichita, Kansas 
Wired bres: acs. bond and ‘Mortgage Co. ia. Dallas, Texas ° 
Pret ier Willer -oev Clie sod Te RR eh Salt Lake City, Utah 
W. T. Day, Day-Hansen Security Co........2....02........-.. pt ck oa en Spokane, Wash. 


LIFE INSURANCE 
George L. Ramsey, Banking Corporation of Montana........................ Helena, Mont. 


STATE LEGISLATIVE AND MORATORIUM 
T. C. Alexander, Chairman 


Warren Nottingham, Jr., H. M. Smith & Company..........00000000022222..... Macon, Ga. 
eee ome ener ios tle AT VOR018 0100 i dy. bssiak2 cc ideaeeidiiada et gecdal.-Rhatnaen Denver, Colo. 
ey ira DIN AT OCCULIEV ET USE COM DBD Yd. ccc.- ch s0ena2ch tate cee devise oder Freeport, Ill. 
Frank C. Evans, Frank C. Evans & Company......................... Crawfordsville, Ind. 
Pea eeOnIsAMNIS. co OWN. to ovmioce } ee Point Couneil Bluffs, Ia. 
sen erenter Onin ala.;Pettyjobniwe@orn.) seve 2k wou anal. Olathe, Kansas 


J. L. Wright, American Securities Corporation, Ine.................... New Orleans, La. 
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H:; LL... Moore, Minnesota Ioan & ‘Trust; Cox: 2332 ee Minneapolis, Minn. 


Howard T. Weed, Montana. Loan Invi..Co0.... 2.343 Lewistown, Mont. 
T. C. Alexander, New England Securities Co.............2....-:ecee-eee Kansas City, Mo. 
G. H. Payne; Payne Investment. ©0202 2 Omaha, Nebr. 
EB. “ander, H.-J. Lander GOs ne eet Grand Forks, N. D. 
C.F. Medaris, 513 Gardner Bide? 2 eee Toledo, Ohio 
DA Seott; Seott.&. Blackmen.. 4. SG ee Hobart, Oklahoma 
J: F, Kaufman, AgriculturalCredit: Corp .a.0 eae Portland, Oregon 
J; G. Prioleau;'Carolina Bond & Mtoe. Co. see Columbia, S. C. 
R. G. Stevens; Securities Mte- & Invt:- Co. 2". ee Sioux Falls, S. D. 
M. HE. Clark, S$. Mr Williamson: @' Coveacte 4 ee ee Memphis, Tenn. 
H: G. Glenn; Temple Trust Company. he eee Temple, Texas 
LC, Millen) MilleriG@ Velie ct i. sl ae eee eae Salt Lake City, Utah 
K.: D. Schumacher, ‘Old Dominion Trust. C02... ae Richmond, Va. 
Geo. D. Bartlett, Wisconsin Mtg. & Sec. Co...2...s.. -nnnenen neeeeeeee tee Milwaukee, Wis. 
C. LU. Beatty, Union “Prust’ Companye ie Cheyenne, Wyo. 


TORRENS SYSTEM OF LAND REGISTRATION 
J. T. Holleman, Chairman 


AG. Wedge, Sheldon=Brothers:2...20 0 ee Minneapolis, Minn 
Erank Hayden, Guaranty Bank & Trust’Co. 2. ee Memphis, Tenn. 
C. HY Medaris, 51s “Gardner Bldg 3 Toledo, Ohio 
J. IT. Holleman,; Southern Mortgage Company. 2.0). Atlanta, Ga. 
J. G-Pricleau; Carolina Bond & Mortgage Co... 2.6. eee Columbia, 8. C. 


MEMBERSHIP COMMITTEE, 1918 
W. S. Webb, Chairman 


TH. Boone, Georgiashoan: & Trust Coccn dct le ee ie Macon, Ga. 
Jos. Delano Hitch, Irrigated Farms Mortgage Co...........2.2......-..:c00--0 Denver, Colo. 
V.W. Johnston, [inois Trust-& Sav. Banki.es: 2244 ee Champaign, Ill. 
B'rank, Mj; ReedswDiekson & Reeds sts ue ee ee Indianapolis, Ind. 
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CLEARING THE FARM OF DEBT 


LIFE AND DEATH OF A MORTGAGE THAT DID NOT HAVE TO BE PAID 


On the evening of September 24, 1953, Charles R. Jackson, standing near 
the front door of his farm home near a city west of central Nebraska, was 
scanning the skies to the east looking for the return of his son, Richard. It 
was Friday evening. Richard was a senior in the University at Lincoln. He 
usually returned on Friday evening about 5 o’clock and it took him about 
an hour and a half to make the trip from the University grounds in his new 
electric Condor flyer. It was seldom that he arrived late and his father was 
becoming alarmed because at 9 o’clock he had not returned and no message 
had been received explaining the delay. 

Just at this time the father noticed a bright search light coming up swiftly 
from the south and recognized his son’s flyer. The machine circled around 
overhead and with a slight fluttering settled down at the hangar, folded its 
wings and was pushed under cover. 

‘Well! Well! I am glad to see you,’’ exclaimed the father as Richard 
approached the house. ‘‘I was looking for you in the east and did not see you 
coming up from the south until you were nearly here. What was the matter? 
Doesn’t the Condor work all right or did you run out of electricity ?’’ 

‘*Everything works all right,’’ responded the son. ‘‘But instead of coming 
home directly from Lincoln this afternoon, I was obliged to make a eall at 
Smith Center, Kansas. After leaving there I found that my storage batteries 
were quite weak Some curious boys had been looking at my new machine and 
meddling with it had let a lot of the current escape. I could not get up any 
speed and thought for a while I would be let down, but just after crossing the 
state line I struck a thunder storm and quickly collected full charges for the 
batteries and came on the rest of the way at nearly two hundred an hour.’’ 

‘‘T am glad that we do not have to use the old-fashioned airplanes which did 
service in your boyhood days at the time of the World War.’’ 

‘* And still—we thought they were the climax of inventive skill. I well 
remember the first one which I ever saw,’’ his father replied, ‘‘the rigid wings, 
heavy gasoline engine and whirling propeller enabled them to travel very well 
after they were started but a large plane required nearly a quarter of a mile 
of level field on which to start and an equally long clear space on which to 
alight. The question of carrying gasoline for fuel and of obtaining it at all 
places was also often a serious problem. The discovery of methods of drawing 
electricity from the air to charge the Edison light weight batteries, by means 
of collectors attached to the machine, was a wonderful improvement. Loco- 
motion by the use of wings, like those of the Condor, made the fliers at once 
more graceful and more readily controlled. While you now find no difficulty 
in settling directly down between buildings on a city street, as a bird alights, 
the old style of machines were unable to alight without accident except on open 
fields. These new fliers are cheaper than the old fashioned Ford automobiles 
and electricity gathered from the air costs nothing for power. Automobiles 
were considered high priced conveniences for farmers when I was a boy and 
flying machines were entirely out of the question, because they cost so much 
and on account of the great building required for storing them. Now a Condor 
flyer which gets free electricity from the air and takes no more room for storage 
than a buggy is cheaper for farm use than a two wheel cart and a mule. But— 
there is no use in our wasting time on ancient history,’’ he continued. ‘‘ How did 
you find the young lady? I am sure she was well and you were welcome. I am 
glad that you are at home because there are some matters which I want to talk 
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over with you. This is really a night for a celebration. Your mother and | 
have talked about it all day. She wanted to be here when I told you the good 
news but she has been called over to stay with your sister tonight. Her littie 
daughter has cut two teeth and has been quite nervous lately and your mother 
went over so your sister could have a good night’s rest. | 

They entered the house and sat down by the dining room table as the father 
again took up the subject so important to both of them. 

‘‘T have stood on the doorstep tonight and breathed the din Nebraska 
air more freely than ever before in my life. Really, I feel like a free man,— 
I am a free man once more. You know of our struggle and can partially realize 
what a relief it is to me to hold in my hand the release of mortgage for the 
Federal Land Bank loan which has been on this farm for the past thirty-five 
years. , 
‘While I am pleased and overjoyed, I am at the same time disappointed. 
You remember, Dick, that I paid the last installment over a month ago but I 
did not get any release at that time. They could not then tell exactly what 
my liability would be on the stock which I held. Today the statement was 
sent me and I paid $500.00 more in order to settle the claim of double liability 
on the land bank stock which I held.’’ 

‘‘Unless you borrow the money at the bank then you will not be able to 
build that new silo this Fall as we had intended,’’ the young man responded. 
‘‘Of all the foolish enterprises a farmer ever went into I can think of nothing 
equal to that of Great-Grandfather Jackson when he borrowed $10,000 on this 
farm in 1918. He did not owe a cent in the world and had no worry from 
debts until he was persuaded into that crazy enterprise.’’ 

‘*Go lightly, son, you do not understand all the cireumstances,’’ the father 
replied. 

‘My grandfather, your great-grandfather, took up this farm as a home- 
stead. He had been a soldier in the Civil War. His father was a farmer in 
eentral New York. During the Civil war great profits were made by eastern 
farmers and lands advanced in price. My grandfather, immediately after the 
- war, bought a New York farm at $100.00 an acre, paying one-half cash and 
giving a mortgage for the balance. Competition with western lands and the 
depreciation in -prices of farm products after the war caused his farm to go 
down in price until it was not worth $50.00 an acre. My grandfather found 
himself unable to make a living and pay the interest on the mortgage. He let 
the farm go and in 1873 came out into Nebraska and took up a homestead. After 
he had acquired title he borrowed $1,000 at 10% interest on the homestead. 
Then followed many years of hard times. Corn sometimes sold at 10e and 15e 
a bushel and 2%c¢ and 3c a pound for live hogs was the usual market price for 
many years. About 1896 he succeeded in paying off the mortgage. 


‘“You never in your life saw a man who was so opposed to going into debt 
after that. By hard work and thrifty management he paid for farm buildings, © 
complete farm equipment and became a successful fairly well-to-do farmer. 
After the death of my grandmother he lived with my father and mother, who 
moved into the old home and ran the farm. In February, 1918, when I was 
ten years old and my sister Clara was fifteen, we read about the wonderful 
new plan which had been adopted by the national government to make life easy 
for farmers. We learned that by applying at the Federal Land Bank at Omaha 
it would be possible to get $10,000 secured by a mortgage on the home farm and 
that we would never have to pay back the money. It appeared to be a wonder- 
ful discovery—this new scheme of free money. My grandfather, your great- 
orandfather, would not listen to it at all at first. He said that his experience 
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with debt had been so long and tedious that he did not want to again take on 
any burdens of that kind. 

‘‘A neighbor called one day and said that he and several others were going 
to town that evening to hear a speaker from Omaha explain the plan. Our 
family all decided to go with the neighbors to learn about the new discovery 
in national financial policies. 

‘‘The orator was an expert in his line. He was eloquent and enthusiastic 
and he thoroughly believed that the new policy would benefit all of the people 
of the United States. The big loans in the hands of farmers would enable them 
to produce food at lower prices and at the same time make larger profits. This 
would reduce the price of food to consumers and thus benefit them. He showed 
that by paying a very small amount of the loan every year by the amortization 
plan that the farmer would never know that he was paying off his mortgage, 
but that it would be finally fully discharged. He explained that the profits of 
the system would make a fine investment for the small part of the money which 
was paid for the bank stock. He painted glowing pictures of the benefits which 
the loans would confer upon the owners of the farms,—new modern buildings, 
the latest improvements in machinery, luxuries and conveniences in the homes 
and many other advantages were glowingly described. 

‘The whole neighborhood was elated over the prospect. At every meal we 
talked of the things that we could do with $10,000. My father, your grand- 
father, wanted to build a new barn with modern, up-to-date barn equipment 
in place of the old one. It was a foregone conclusion that we must have a silo 
but we could have built that without any loan. My father said that every up-to- 
date farmer ought to have a tractor. We all wanted a new high power auto- 
mobile. We had thought about buying a Ford but with $10,000 at hand of 
easy money we decided that a first-class car was none too good for us. My 
mother insisted that we ought to have a new house. My sister was becoming a 
young lady. The old farm home was one of the best on the road when it was 
built in 1890 and my grandfather took much pride in it at that time. The 
growth of the town out in our direction had brought our farm within two 
miles of the city limits and the old home looked cheap by the side of the fine 
residences which we passed every time we went to town. My mother also said 
that we must have a piano for my sister. 


‘‘T remember that my grandfather was not enthusiastic at first and did not 
join readily in the discussion. When he was finally convinced that the loan 
came in the nature of a free gift from the government, never to be paid back, 
he agreed with my father and mother that it would be a good plan to get the 
money. He said he wished that the government had been as wisely adminis- 
tered when he and my grandmother were struggling with low prices trying to 
pay off a 10% mortgage in the ’70’s and ’80’s. He said that he had fought 
three years to save the government and that now he knew the government 
would take care of him in loaning him $10,000. While the mortgage was to be 
given to the Federal Land Bank, it was all understood to be under official 
government supervision and management so that it was practically the same 
thing as borrowing the money from the government.’’ 


‘‘Did not anyone explain to you that it would cost you an enormous amount 
of money before you paid off that mortgage if you paid interest on it for thirty- 
five years?’’ the young man inquired. 

‘‘Well,’’ his father responded, ‘‘there were a few skeptical ones who said 
that we could not get something for nothing and that, if we borrowed money 
we would have to pay it back, if we agreed to pay it back regardless of whether 
it was borrowed from the Federal Land Bank or any other bank. We thought 
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they were jealous and that they did not understand the wonderful new discovery 
in political economy which was so attractively outlined in the cireular letter 
of the Federal Land Bank and so fairly explained by the eloquent orator. 

‘‘The result of it all was that my grandfather gave the mortgage and 
secured the money. The old homestead still stood in his name under the original 
patent. We tore down the old barn and built a new one. My grandfather 
thought that $2,000 would be enough to put into a new barn but before we had 
it finished with the equipment it cost $3,000. We built the silo at a cost of 
$500. We started in to remodel the old house expecting to spend $1,000 
or $1,500 but before we finished it had cost $2,000. The old furniture which had 
done duty on the homestead was entirely out of place in the modern home within 
two miles of an enterprising western city. It was necessary to buy new furni- 
ture for the principal rooms down stairs and by economic management that was 
done for $500. The piano for my sister Clara cost $500 more. The new tractor 
cost $1,600 and the automobile $1,400 and the proceeds were all used up.”’ 

‘‘T wish you would run over those figures again,’’ the young man said. 
‘‘T have them all down here and I do not find that you expended but $9,500, 
while your mortgage was for $10,000.’’ 

‘‘T omitted to tell you that when we came to close up the transaction we 
found that we only received $9,500 on a $10,000 mortgage. The other $500 
we were obliged to invest in stock in the bank. This was put in as a guarantee 
that our loan would be paid and also as a guarantee that the loans of our neigh- 
bors would be paid. We did not pay any attention to the guarantee feature 
of it because we knew from the explanation made by the orator that this $500 
of bank stock would be a profitable dividend paying investment which would 
doubtless make bigger profits for us than the money invested in the farm. We 
did not at that time realize that the owners of this bank stock incur a double 
liability. 

‘‘Life was one sweet dream all that summer. My grandfather was delighted 
with the improvements on the farm and my mother and all the rest of us were 
overjoyed at the conveniences which were new to us. We took a trip to Lin- 
coln that fall and attended the State Fair for the first time and enjoyed a most 
delightful week’s vacation. We had no trouble in paying the $650.00 which 
came due the first year. War prices were as high in 1919 as before. In 1920 
the interest was easily paid. It was a new sensation though to my father, also 
to my grandfather, to be obliged to pay $650.00 each year out of the farm 
profits. The silo was a good investment and a source of increased revenue to 
the farm. The tractor worked fine the first three or four years and my father 
greatly enjoyed seeing it turn over the Nebraska soil. 

‘* About five years after the close of the European World war the decline in 
prices of stock and grain made it necessary for us to figure more closely when 
it came to payment of the money to the Omaha bank. Competition of wheat 
from Siberia and Australia and of beef from South America cut down our 
prices. We then began to realize that while the automobile and the bigger 
house and the new barn were conveniences which we greatly enjoyed, that 
they had added very little to the productive power of the farm. We also learned 
that the valuation of our farm was based upon its proximity to town instead 
of upon what it would produce. We could not raise any more grain or any more 
stock on our farm two miles from town on which we had borrowed $10,000 than 
my cousin Charles could raise on his farm twelve miles from town on which 
he had borrowed $5,000. While he only paid $325.00 a year we were obliged to 
pay $650.00 each year, twice as much. My grandfather began to worry about 
the debt when he realized that the same amount would have to be paid for 
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thirty-five years and that he would not live to see the farm clear again. The 
reduced prices on things we sold from the farm were not low as they were in 
the 80’s when he was running the farm himself, but still they were so much 
lower than in 1918 that it made close figuring necessary to make both ends meet. 

‘*In the summer of 1925 the barn was struck by lightning and burned to 
the ground including the equipment. We were carrying $1,500 insurance on 
the barn, which was promptly paid.’’ 

‘*Your insurance was a little ight on that barn, wasn’t it, father?’’ the 
young man said. 

‘“Yes, it was. I suppose we could have collected $2,000 or $2,500 on the 
barn, if we had carried that amount of insurance, but it often happens that 
insurance companies do not pay the full amount of the insurance policy and 
my grandfather thought it was best to insure for a moderate amount and 
so had kept the policy down to $1,500. He had never had a fire and it seemed 
to be money wasted anyway that we were paying for insurance. When we 
started in to build the new barn to take the place of the old one, we soon found 
that it would require fully $3,000 to rebuild as good a barn as the other. We 
did not want to build a smaller one and we had no stock at the time which 
could be sold to good advantage to furnish the other $1,500. 

‘“My grandfather said that he would go down to the First National Bank 
and borrow the $1,500 from his old friend, Jim Courtney, so that we could 
pay cash for the lumber and get the best discount. When he went into the 
bank and spoke about needing money to replace the barn his old friend Jim 
did not make any suggestion of loaning him the money. This surprised my 
grandfather. He had always borrowed at the bank whenever he wanted to 
and the lowest rate of interest was charged him and they always appeared to 
be anxious to loan to him. He finally said to his old friend: ‘Jim, I have got to 
borrow $1,500 to put with the insurance money so that the boy and I will have 
a barn to take the place of the old one. -I would like to borrow it from your 
bank just the same as I have always done.’ 

‘‘Banker Jim replied, ‘Well, Jackson, we have money to loan, of course. 
That is our business and we can loan you $1,500. Who will you have sign the 
note with you?’ 

‘‘My grandfather was thunder struck. He had never asked a man to sign 
for him in his life. In the 70’s he went without borrowing money but for more 
than thirty years he had borrowed money at the bank as readily as he had 
purchased groceries at the store. ‘What do you mean?’ he said. ‘You have 
always loaned me money when I wanted it and never asked for a signer before. 
Why do you ask for one now?’ 

‘<The bank cashier replied, ‘Mr. Jackson, when we loaned you money before 
your farm was clear of incumbrances. Now it is heavily mortgaged. In fact, 
it is mortgaged to the extreme limit considering the general conditions of the 
farming industry and the money market.’ 

*¢ “Yes, but—’ my grandfather replied, ‘I have borrowed that money from 
the government and it is a mortgage which I never have to pay back.’ ”’ 

<< «That sounds very well,’ the banker answered, ‘but a mortgage of $10,000 
is against your farm. You hold $500 worth of Omaha Federal Land Bank 
stock. There is a double liability on that bank stock, hence the entire incum- 
brance amounts to $10,500 against you personally and your farm.’ 

‘¢ ‘You are entirely wrong,’ my grandfather shouted. ‘That mortgage was 
given seven years ago, seven payments have been made on it. We have paid 
$4550 in those seven years and the mortgage is nearly half paid.’ 
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‘“ “Well, my old friend,’ the banker replied, ‘I do not wish to get into any | 
dispute with you about that and if the $10,000 mortgage has been nearly half 
paid I am mistaken and we will take that into consideration. I have here a 
table prepared by the Agricultural department at Washington for use of all 
the banks which shows the amount of principal which is paid each year. If you 
will step around behind the counter here we will figure that out and see how 
much less than $10,000 your mortgage is at the present time. By this table 
you will note that on the first year you pay $650.00, of which $550 is interest and 
$100.00 is principal. In the second year you pay the same amount, $650.00, and 
a trifle larger amount of $105.50 is apphed on the principal. In the third year 
$650.00 is paid and $111.30 applied on the principal. In the fourth year 
$650.00 is paid and $117.40 apphed on the principal. In the fifth year $650.00 
is paid and $123.90 applied on the principal. In the sixth year $650.00 is paid - 
and $130.70 applied on the principal. In the seventh year just before your 
barn burned you paid $650.00 and $187.90 was applied on the principal.’ 

‘¢<That makes $826.70 which has been credited on the principal of your 
loan of $10,000 or $10,500 which you might call it including your personal 
liability on the bank stock. 

‘“*You see that while you have paid $4,550 in principal and interest in 
this seven years the reduction on your principal has been very slight. You 
still owe $9,173.30 besides the $500.00 personal liability on the bank stock, a 
total claim against you of $9,673.30 after you have paid $4,550.’ 

‘‘The situation was clear to my grandfather. He had not realized it before. 

‘* “But, Jim,’ he said, ‘I never have to pay that mortgage so it will not 
bother me nor my children.’ 

‘“ Why,’ the banker replied, ‘‘if you keep up this payment of $650.00 
every year for twenty-eight years more you will not be bothered, but there is a 
provision in your mortgage which provides penalties, if your interest is in 
default and also provides for foreclosure if you do not make your payments. 

‘“We cannot tell what the next year or the year after will bring forth. We 
do not know whether times will be better or worse. We could not take over 
your farm and pay off that mortgage and give you credit for the personal loan 
which you now want to make. We could not now make a new loan and the 
Omaha bank could not now make a new loan which would cover the old loan 
and the money you need for the new barn. The money you want for the barn, 
$1,500, added to your mortgage and your bank stock liability of $9,673.30 
amounts to $11,173.30.’ 

‘“‘My grandfather was the bluest man I ever saw after that interview. I 
had not seen him feel so depressed since my grandmother’s funeral. The fact 
that he could no longer borrow a good sized loan at the bank without a signer 
hurt his pride and made him feel like a poor man. He never recovered from 
that humiliation. 

‘‘The result was that we built a smaller barn. We used the insurance 
money, sold a half dozen cows and put up a barn costing $2,000, putting in 
the cheap inside equipment lke that which had been in the old barn torn down 
in 1918. My grandfather died the next summer in 1926. 

‘‘My father continued to operate the farm until after my mother’s death 
in 1930. I was married that summer and I managed the farm with my father’s 
help until 1940, when he died. Since then I have run the farm alone. The 
history of the last years is familiar to you. While, of course, you have known 
that the mortgage debt was wearing on me all the time you, of course, have not 
fully appreciated how much it has worried me and how I feel like a man freed 
from slavery tonight to have it paid off. This debt was incurred by my grand- 
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father, your great-grandfather. My father struggled along with it. Then I 
struggled along with it, the third generation. You are the fourth generation 
and, if you count little Clara, your sister’s baby, the fifth generation now sees 
the debt paid.’’ 

‘‘Yes, father,’’ the young man replied. ‘‘I have been greatly interested 
in this story and particularly so because of a lecture given before our class on 
economics at the University this week. Professor Johnson said that every 
generation has its economic fallacies which seem to have their run lke con- 
tagious diseases until they wear themselves out. He wondered what the next 
one would be. He took up the greenback fiat money furor which followed the 
inflation doctrine of certain financiers after the Civil War. So popular was it 
that the Greenback party had a candidate for the presidency, Gen. James B. 
Weaver of Iowa. His powerful personality, his wonderful eloquence and the 
seductive doctrines of Greenback financiers made the party a great national 
force. 

‘‘Then came the free silver craze about twenty years after in the 90’s. 
Hon. W. J. Bryan of Nebraska controlled the Democratic party and had a 
strong following. Bryan came so near being elected President in 1896 that his 
party nominated him again in 1900. It does not seem possible, does it,’’ he con- 
tinued ‘‘that a whole nation would go wild over free silver, but Bryan received 
6,467,946 votes in the presidential election of 1896. Hundreds and thousands 
of the leading men of the country and hundreds of newspapers believed in the 
16 to 1 theory and worked for Bryan’s success. Some professors in colleges and 
universities argued that his financial theories were scientifically correct. 

‘*Following that came the free money delusion of the Federal Land Bank 
system based on the mistaken doctrine of tax exemption. The cheap loan theo- 
ries of the Federal Land Bank scheme never attained the importance of the free 
silver craze. The Federal Lank Bank law was enacted in 1916 after the Euro- 
pean war had been going for two years. 

‘‘A few months later the United States became a party to the struggle. 
The attention of the American people was given to winning the war. They 
raised money for war purposes and nearly 4,000,000 men became soldiers. 
Nearly every one had relatives in the khaki uniform and there was no inclina- 
tion to study financial theories. 

“*The Federal Farm Loan Bureau at Washington was created to make the 
Rural Credit system a success. Several of the ablest men of the nation were 
at its head. They had many hundred thousand dollars at their disposal as a 
sort of promotion fund to advertise it. They hired the most talented publicity 
experts in America to aid them. At the outset the entire administration gave 
them unlimited support. They made such glorious predictions of complete suc- 
success that congress in January 1918 appropriated $200,000,000 out of the 
national treasury for the use of the Federal Land Banks. They even argued 
that the Federal Land Banks would help win the war. 

‘*With the war on people were not eritical and all kinds of inconsistencies 
were unrebuked. 

‘‘The Seeretary of the Treasury, Mr. McAdoo, urged that the American 
people practice the strictest economy and go without luxuries to enable them to 
loan money to Uncle Sam to help win the war. Secretary McAdoo jocularly 
said that he intended to have his trousers half soled so he could save the price 
of a new pair to buy War Savings Stamps. This apt remark was quoted far 
and wide. 

‘‘On the other hand the Federal Land Banks took directly the opposite 
course. They carried large advertisements in newspapers, announcing that they 
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would loan money that never had to be paid back. Traveling solicitors can- 
vassed some of the states and urged farmers to borrow more money to refund 
old loans with bigger ones and to make new loans, if they were not all ready in 
debt. For a short time this was very popular. because everybody always likes 
to get ‘easy money’. 

‘“Not long after the war closed people began to wake up to the fact that 
all of the money that is paid out from Washington must be collected from tax- 
payers. The law was soon amended so that it would not be a burden on the 
taxpaying public. The present successful rural credit system is the outgrowth — 
of the first Federal Farm Loan Act but it is radically different in many respects. 
It accomplishes all of the good purposes for which the law of 1916 was intended 
and it is self supporting. 

‘“Professor Johnson went back into earlier history and told us about John 
Law’s South Sea Bubble which bankrupted thousands of people in France and 
other countries in 1720 after it had become the most popular financial doctrine 
of the century. He also told us about the great national lotteries which were 
popular in many countries a hundred years ago and more.’’ 

The older man interrupted by saying: ‘‘I have heard my father tell about 
the Louisiana lottery operated at New Orleans for many years following the 
Civil War.’’ The father added. ‘‘General Beauregard an ex-Confederate gen- 
eral was at the head. It was so popular and so many people threw away their 
money in it, that the national government was obliged to suppress it. The state 
of Louisiana would not forbid it to operate.’’ i 

‘*Did you ever take the trouble to figure out how much this loan cost your 
orandfather and your father and yourself,’’ the young man inquired. 

‘‘Well! yes, I have,’’ the father answered. The thirty-four payments of 
$650 each and one payment of $625 amount to $22,725.00. In addition to that 
I must add the $500 which I paid today to settle my double liability on the bank 
stock account making a total of $23,225.00. 

‘‘That looks all right according to the way you figure it,’’ the young man 
said, ‘‘but Professor Johnson said to us yesterday in his lecture that you would 
have been much better off if the old principles of thrift and economy had been 
followed. He said you could have paid as you went along and thus avoided 
giving the mortgage. Of course, you could not have had the use of your auto- 
mobile or tractor or piano or the new barn during the early part of this period 
if you had not incurred the debt. You must give the loan credit for that use. 
Remember, however, that as soon as you borrowed that $10,000 and received 
$9,500 to invest in conveniences, luxuries and farm equipment that you all felt 
yourselves to be wealthy and your method of life and your habits of economy 
changed. You did not realize that the $10,000 was not your own money, but 
simply, borrowed money on which you must pay interest. You merely had in 
your possession $9,500 of the money belonging to the Omaha bank and in return 
for it you had given the bank a claim on your farm worth half the value of the 
farm at that time and unless you could make that money earn more than the 
interest which you paid you would be a continual loser. 

‘‘The old principles of thrift, economy and industry covered all your busi- 
ness transaction and your farm management just the same after you owed the 
money to the land bank but you quit practicing them and took life easier and 
more carelessly. You spent money more freely.’’ 

‘‘Well! there was no other way that we could have done that I can see,’’ 
responded the father. 

‘‘Perhaps not,’’ the son replied, ‘‘but let me make a suggestion in accord- 
ance with the line of argument presented by Professor Johnson in his lecture 
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this week. Suppose that you had used the money from the sale of farm produce 
to build that silo for $500 in the fall of 1918. By careful management you could 
easily have done that. Undoubtedly you and your father and your grandfather 
put in more extra time and work helping to build the new buildings than the 
silo would have cost. That silo would have been a money-making addition to 
the farm equipment. In the Fall of 1919 you would have had just as big a 
farm revenue as you did have with the new barn, new house, new furniture, new 
tractor and new automobile. You could have put $650 into the bank or you’ 
could have used that money to buy the piano for your sister and there would 
have been a balance of $150.00 left for a few new articles of furniture or some 
farm equipment. In the succeeding years instead of paying $650.00 to the 
Federal Land Bank on the $10,000.00, of which you had received $9,500.00 
you could have invested it where it would draw interest. In three years you 
would have saved enough additional to have built the house just as well as it 
was originally built. Then in five years more you would have saved enough to 
build the barn. By temporarily denying yourselves these luxuries all of the 
permanent equipment which the bank loan paid for could have been built in 
nine or ten years. In two or three years more you could have saved money 
enough to pay for the tractor and the automobile. 

‘*In fact the tractor and the automobile which were purchased in 1918 both 
went to the scrapheap inside of seven years and you were either obliged to buy 
new ones or go without them the rest of the time. By this method you would 
have found yourself enjoying all of the luxuries and advantages of the farm 
equipment and the farm would have been entirely paid for,—nearly twenty 
years earlier. By saving $650.00 a year $10,000 can be accumulated in 15 years, 
four months and three weeks. We will allow an extra seven months and say 
that you completed these improvements in sixteen years. That means that for 
the past nineteen years you could have each year saved $650 instead of paying 
it over to the receiver of the old fashioned Federal Land Bank system. Eigh- 
teen times $650.00 plus $625.00 the last payment makes $12,325.00. That is 
the net amount you would have saved. You have been a busy farmer and 
could not have readily invested your money at the highest rate of interest but 
you could have deposited it in a bank and taken out certificates of deposit for 
it and have received 4% annual compound interest on the payments. The sev- 
eral amounts in the nineteen years would have earned $5,638.75 as interest on 
the certificates of deposit. If you had followed the course outlined by the Pro- 
fessor you would tonight have the farm just as you now have it. 

‘‘Instead of having no money you would have the amount of $12,325.00 
which you saved and the interest on the several amounts credited to you on your 
certificates of deposit which would be $5,638.75 more. To these two items you 
could add the $500 which you have paid today to the agent of the old 
Federal Land Banks to settle your obligations on the bank stock. This would 
make $18,463.75. The sum seems enormous but it is correct. Any school boy 
ean easily figure this out if he can compute interest and prove it for himself. 

‘‘Did you ever learn the amount of commission the Federal Land Bank 
received on your loan of $10,000,’’ the son inquired. 

‘‘No, I never could exactly make that out,’’ the father answered. ‘‘The 
mortgage payments were figured on a basis of 514% and I never could learn 
what the bank got out of it, though I do know that their twenty year bonds 
were sold on a 5% basis. That would give them half of one percent on the 
unpaid principal, but the principal was different every year and I never saw 
anyone who could tell just what commission the Federal Land Bank did expect 
to get out of it. That was one of the points that was not shown in the litera- 
ture.’’ 
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‘*Professor Johnson told us about that today the young man answered. He 
says the exact amount is $951.00 if all of the payments are made when due and 
more if any of them are past due when paid. That is 10% on the money 
you actually received.”’ 

‘*T wish we had the money that you and your father and your grandfather 
have paid. We would buy another farm with that. You would also have 
avoided and your father would have avoided and your grandfather would have 
avoided all the long, tedious worry of the years when the mortgage cast its 
shadow on the farm. 

‘The temporary pleasure you had through the use of the improvements the 
first eight or ten years was nothing to the hardships you have suffered in pay- 
ing $650 a year for the last nineteen years.’’ 

‘“Yes,’’ the father answered. ‘‘We could have made life much pleasanter 
for you children and your mother and I would have enjoyed life much more if 
we had been able to spend the $650 every year for the last nineteen years. I do 
not know as I would have been so thrifty as to put $650.00 in the bank each 
year as your professor said. I might have saved some of it but I could have 
made a lot of farm improvements and have had a good time with the rest of it. 
It would have been just as easy to save $650.00 every year for nineteen years 
as to pay it to the Federal Land Bank. 

‘‘T shall never again be deceived into believing that any mortgage never 
has to be paid back. I am glad that the modern rural credit system does not 
encourage such false hopes.”’ } 

Just then the telephone bell rang in an adjoining room and the boy 
answered it. 

Returning, he said, ‘‘ Mother asked if you had shown me your grandfather’s 
old scrap book. She says she found it in an old trunk in the attic and that it con- 
tains a lot of very interesting items about the original Federal Land Banks.’’ 

‘‘T had forgotten about the scrap book,’’ said the father. 

‘‘My grandfather saved the newspaper notices and advertisements and the 
circulars from Washington. As they were official statements, he believed them. 
When you look at the scrap book you will understand more clearly how my 
orandfather was led into putting the $10,000 mortgage on the farm. Open the 
book anywhere and you will find offers of ‘easy money.’ 

‘In those days there was a Federal Land Bank at Wichita, Kansas.’’ 

‘‘Right here on the first page is one of its big advertisements. Grandfather 
was very careful and systematic. You see he has noted on this that it was 
printed in the Wichita Morning Eagle of Sunday morning, September 29, 1918. 
It covered a quarter of a page in the paper. I will read it to you.’’ 


Mortgages You Never Have to Pay Back 


The Federal Farm Loans bear 54% interest—no commissions. The mortgages are generally written 
for 341% years. A semi-annual installment of $32.50 per thousand dollars pays the interest and the principal. 
The amount of each installment that is credited on principal begins drawing interest for you from the date 
it is paid. ° These small payments reduce your principal, and by adding to them the interest they earn they pay 
your mortgage off for you. During 3414 years you will have paid at no time any more than you are probably 
paying for interest alone, but the big difference will be you will have no mortgage to pay back. 


Figure It For Yourself 


Under the old plan you make a mortgage you always owe. 
Under the new Land Bank plan you make a ‘‘mortgage you never have to pay back.” 


Loans Closed Without Delay 
If your loan falls due within the next three months, file your application at once 
For further information address . | 
The Federal Land Bank of Wichita 
WICHITA, -KANSAS 
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‘There is one sentence in the advertisement which I did not quite under- 
stand,’’ the boy exclaimed. ‘‘Please read it again, the one about each installment 
drawing interest for you.’’ 

The father read, ‘‘The amount of each installment that 1s credited on prin- 
cipal begins drawing interest for you from the date it 1s paid. These small pay- 
ments reduce your principal and by adding to them the interest they earn they 
pay your mortgage off for you.’’ 

‘“We often talked about those two sentences,’’ the father said, ‘‘and we 
never understood them fully. We concluded that they contained the mysterious 
magical reason why we never had to pay back the mortgage.’’ 

‘They are rather misleading,’’ the son answered. ‘‘It sounds as if the 
amounts credited on the principal did double duty; first, to reduce the principal 
and; second, to earn interest to pay off the mortgage. I do not wonder that 
people were misled into thinking that some financial magic had been discov- 
ered.’’ 

‘‘Many people understood the situation at the time,’’ the father answered, 
‘‘but they could not make any headway at first in exposing the errors of the 
doctrines. The lure of easy money was too attractive. It took time to correct 
the impression made that the government had officially devised a scheme whereby 
a part of a certain class of borrowers could borrow money without any obliga- 
tion to repay the principal. This encouragement of the practice of borrowing 
money with the expectation of having a future generation pay the debt led to 
much reckless investment and free and easy habits of spending money which 
produced a great harvest of bad debts.’’ 

‘“Say, dad!’’ the boy exclaimed as he turned the pages of the serap book. 
‘*Here are three long articles from Kentucky papers, from three different papers, 
that are almost exactly alike, telling about an orator from Washington who 
spoke in three different counties, telling about the wonders of the farm loan 
system. He must carry typewritten interviews with him and hand the same one 
to all newspaper reporters.’’ 

‘‘Here is a part of one of the interviews which appeared in the Paris, Ken- 
tucy, News, November 29, 1918, in which the speaker said: 


‘Imagine what prosperous cities we would have if there was a family on every 
forty and eighty acres within our trade territory. All these people would need 
groceries, dry goods, boots and shoes, clothing, the doctor and probably the lawyer. 
The newspapers would have more subscribers, the banks more depositors and the 
taxable wealth would be so increased that schools and community buildings would 
abound and the good roads problem would be a thing of the past. The Federal Land 
Bank makes all this possible and in time it will come about.’ ” 


‘*How often I heard my grandfather read that. He thought we would soon 
have a country of small farms,’’ said the father. 

‘‘The joke about the gentleman’s Kentucky speech is that there never was 
any provision in the Federal Farm Loan Act to loan money to people who had 
no money or property themselves. The law particularly provided that a man 
could only borrow money to the extent of fifty per cent of the value of his farm 
property. The promoters of the Federal Land Banks ‘got by’ for a while in 
making people believe that the Federal Land Banks would provide ‘land for 
the landless,’ but that delusion did not last long.’’ 

‘*Let me read this to you,’’ the son interrupted. ‘‘Here is a quotation from 
The Country Gentleman of December 14, 1918. On page 31, in a carefully 
prepared article about tenant farmers, written by Harry J. O’Brien, the paper 
says of the Federal Farm Loan Act: 
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‘It is for the man who already has enough to pay for nearly half of his farm. 
It offers nothing to the man who wants to get his first start. To date it has loaned 
most money in states and counties where there have been most farm owners and 
fewest tenants.’ ” 


“The Country Gentleman, published in Philadelphia, and other leaders of 
thought early discovered the weakness of the system,’’ said the father, ‘‘but the 
great activity of the publicity department at Washington flooded the country 
papers with flattering notices of the great success of the Federal Land Banks. 
Although there were at that time more than 6,000,000 farms in the United States 
and the Federal Land Banks made only about 58,000 loans in the first year and a 
half of their existence, the boastful notices sent out from Washington to hundreds 
of newspapers deceived thousands of people into thinking that these banks had 
taken over all of the farm loan business of the country, when in fact they had 
made loans to less than one per cent of the farm owners.”’ 

‘‘Here, father, I have found two notices exactly alike which your grand- 
father pasted side by side on the same page of his scrap book. One of the 
notices was published. Friday, December 6, 1918, in the Journal at Meriden, 
Connecticut, and the other was printed on the same day at Waycross, Georgia, 
in the Herald. Both articles appear in the papers as original editorials and they 
are exactly the same, word for word. Both articles say that the Federal Land 
Banks now ‘permit the farmer to think of dollars as something to be spent rather 
than as something to be hoarded.’ They also say that the interest delinquencies 
on loans occur almost without exception in regions where crops have failed.’’ 

‘Government sanction of a propaganda of that kind gives it tremendous 
influence and had it not been for the inherent economic errors of the system it 
might have succeeded,’’ replied the father. ‘‘That expression, ‘Think of dollars — 
as something to be spent rather than as something to be hoarded,’ is the keynote 
on which the temporary popularity of the Federal Farm Loan system was 
founded. During the short time of high prices on account of the war everyone 
who had it had a good time spending easy money borrowed on mortgages that 
never had to be paid back. When the close times came, thousands of farmers 
felt the pinch of debt as our family did. The savings banks, the life insurance 
companies, the savings and loan associations and the agricultural department at 
Washington, as well as the postal savings banks, all taught the principles of 
thrift and economy. They could not hold their own for several months against 
the attractions of the new Federal Land Bank school of finance which taught of 
‘dollars as something to be spent.’ ”’ 

‘‘There are many notices in the scrap book,’’ said the son. ‘‘Near the back 
of it I find a newspaper account of the revision and amendment of the Federal 
Farm Loan Act.’’ 

“This took place after the people had learned from experience and obser- 
vation that the theories of the tax exemption advocates were wrong,’’ said the 
elder Jackson. ‘‘The American taxpayers learned this at heavy cost, but after 
they had learned it and paid for the learning the rural credit system was revised 
and put on a substantial business footing. The general plan of the system 
which has been so successful for many years encourages people to pay debts 
rather than-to incur them.’’ 

‘‘T wish the truth about the theories of ‘easy money’ had been known 
earlier,’’ the father added. ‘‘My grandfather would not then have been led 
into mortgaging the farm.’’ 


Editor’s Note—The Jackson family were hard workers and exceptionally 


persevering. They hung on through succeeding generations until the mortgage 
debt was all paid. 
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Many men would have sold out because of discouragement after the barn 
burned. The history of the future will show that hundreds of farmers lacked 
the courage and perseverance of the Jackson family and gave up their farms 
under pressure of hard luck, poor health or hard times. The names in this 
story are, of course, fictitious, but the facts and figures have been carefully 
revised and are understood to be absolutely correct. 


Mr. McApoo REcOoMMENDS HIMSELF 


SPECIFIC INFORMATION NEEDED AS TO BENEFITS OF THE FEDERAL 
LAND BANKS 


The Secretary of the Treasury is chairman of the Federal Farm Loan Board 
and by virtue of holding these two offices he is the dominating force of the Fed- 
eral Farm Loan System. 

Under these conditions it is very natural that Mr. McAdoo should desire 
to make as favorable a showing as possible for the system. The following is 
quoted from his annual report as secretary of the treasury written before his 
resignation and made public December 4th: 


~ “The existence of this system operated under government supervision, granting 
long-term loans at reasonable rates of interest, has unquestionably saved the farmers 
of the United States from many exactions, foreclosures and denial of financial ac- 
commodations during this period. The system has been a harbor of refuge for the 
borrowing farmer. Through its competition with other loaning agencies it has 
reduced interest rates almost everywhere in the United States and has saved the 
farmer in large measure from those financial troubles which otherwise must have 
beset him. It has constituted the greatest governmental agency for financing the 
basic industry of the United States—that of agriculture.” 


These complimentary platitudes are a reiteration of the promises and pre- 
dictions made before the system was created. Like nearly all of the compli- 
ments bestowed upon the land banks his statement lacks definite specific infor- 
mation. There are 6,361,502 farms in the United States. Up to October 1st, 
58,202 loans had been made since the organization of the Federal Land Banks 
on something less than one percent of the farms of the country. That looks 
like a rather small ‘‘harbor of refuge.’’ 

The bankers and financiers of the United States were among the foremost 
patriotic workers to help win the war. They extended liberal credits and 
devoted time, energy and resources to the Liberty Bond drives and War Savings 
Stamps campaigns. The Farm Mortgage Bankers of America changed the date 
of their National convention to avoid interference with the fourth Liberty Loan 
drive. There has been no general complaint of attempts on the part of private 
investors to force interest rates higher in order to oppress borrowers. The 
Federal Reserve Board and the clearing house associations of the larger cities 
have used their influence to keep down the rates of interest during the war 
period. It is an unfair reflection upon the patriotism of all these to allege that 
loans made to less than one percent of the owners of American farms have 
““saved the farmer in large measure from those financial troubles which other- 
uise must have beset him.’’ 

Doubtless Mr. McAdoo desired to forestall criticism which may be made 
when certain facts regarding the management of the Federal Farm Loan system 
become known. 

It has been necessary during much of the past year to finance the Federal 
Land Banks out of the national treasury. This was authorized by a bill passed 
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in January, 1918, permitting the Secretary of the Treasury to expend $200,- 
000,000 before July 1st, 1919, for the purchase of Federal Land Bank bonds. 
* During the first six months of 1918, $64,160,000 was taken from the national 
treasury for this purpose. Part of these bonds were redeemed but on November 
6th, 1918, the national treasury was carrying $55,970,000 worth of Federal Land 
Bank bonds. This made it necessary to divert that amount of money from the 
proceeds of Liberty Bonds and War Savings Stamps for that purpose. 

Federal Land Bank bonds are exempt from local, state, federal and income 
taxes, both normal income tax and surtax. In the matter of tax exemption they 
are favored more than any of the last three issues of Liberty Bonds. 

The income tax of the 109 persons in the United States receiving incomes 
in excess of $1,500,000 per year is 66% on the amount in excess of $1,500,000. 
On Jaberty Bonds which are not subject to normal income tax these wealthy 
individuals are required to pay an income tax of 62% on the Liberty Bonds 
which they hold in excess of the maximum on which exemption is permitted. 
In the hands of any of these 109 individuals Federal Lank Bank 5% bonds yield 
a net income of 5% while the 414% Liberty Bonds yield only 1.615%. The 
Federal Land Bank bonds afford these 109 individuals a very convenient means 
of evading taxation. The same evasion of taxation is possible for many thou- 
sand other individuals receiving large incomes, the amount evaded being de- 
creased on a graduated scale as the incomes decrease in size. 

On November 30th fourth Liberty 414’s were quoted in the New York 
market below 97 while Federal Land Bank bonds sold on the New York Curb 
at 10414. On December 7th Liberty 4th 414 were quoted at 95.80. This depre- 
ciation on the $6,000,000,000 of the last issue of Liberty Bonds involves a loss 
to the investors of $240,000,000. 

The natural remedy for this inconsistency would appear to be an amend- 
ment to the law repealing this tax exemption of Federal Land Bank bonds thus 
removing future issues from competition so disastrous to Liberty bonds. 

Reliable reports from Washington are to the effect that the opposition .of 
the treasury department prevented such a repealing provision from becoming a 
part of the pending revenue bill.. 

The total amount of farm mortgages in the United States is estimated to be 
$4,000,000,000. Over $1,000,000,000 of these mortgages are carried by the life 
insurance companies of the United States at an interest rate of less than 
534%. Quite a large part of the loans made by Federal Land Banks are in 
‘territory where these insurance company loans are carried. It is plainly evi- 
dent that farmers in such localities have not been saved from many ‘‘ financial 
troubles which otherwise must have beset them.’’ It is also plainly evident 
that loans at 544% by Federal Land Banks have not at least in those localities 
been of material benefit in reducing interest rates—not enough to warrant 
granting complete tax exemption to the wealthy individuals who furnish the 
money loaned by purchasing Federal Land Bank bonds. 

It is possible that the Federal Land Banks may soon succeed in refunding 
half of the farm mortgages of the United States requiring the issuance of 
$2,000,000,000 of Federal Land Bank bonds. These 5% tax exempt bonds if 
held by the wealthier individuals of the United States would entail an annual 
loss to the national treasury of $66,000,000 in addition to the losses sustained 
through exemption from local taxes. 

Probably in order to avoid further granting of this exceptional privilege 
to these very wealthy investors, it was announced in October that future issues 
of the Federal Land Bank bonds would be absorbed by the national treasury. 
In discussing the use of money from the treasury for purchasing these bonds 
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‘Senator Weeks of Massachusetts in debating the merits of the $200,000,000 ap- 
propriation last winter said: 
“How is the purchaser of a Liberty Bond going to feel when he is importuned 
to buy a bond, either by the sacrifice of some security which he has or by failing to 
invest his money in something that will pay him better, if he is told that the money 

is not to be used to prosecute the war, but it is to be loaned to another one of his 

fellow citizens simply because that fellow citizen can borrow it at a lower rate of 

interest than he is now paying on his indebtedness? That is the gist and essence of 
this proposition. This is exactly what is going to happen.” 

The, United States Department of Agriculture during many years has made 
great advances in developing the farming industry. County agents have almost 
revolutionized farming methods in two-thirds of the country. The Banker and 
Farmer movement has done wonders in encouraging improvements in live 
stock. The boys’ and girls’ agricultural clubs last year enrolled 915,000 members. 
The Vocational Summary published at Washington by the Federal Board for 
Vocational Training estimates that the boys’ and girls’ clubs added $24,500,000 
to the national resources in one year. That is a clear gain. In the state of Ohio 
the boys and girls raised an average of $21.89 worth of food each. The annual 
report of the Secretary of Agriculture says that the part played in backing up 
the war by the millions of men, women, boys and girls on the farms and the 
organized agricultural agencies assisting them, including the Federal Depart- 
ment of Agriculture, the State colleges, and departments of agriculture, farmers’ 
organizations and the agricultural press, is striking, but is altogether too little 
known and appreciated. 

Secretary McAdoo is a great man, one of the best secretaries of the treasury 
in all the history of the country, but some allowance must be made for his official 
compliments to the Federal Land Banks operating under supervision of the 
board over which he presides. It is unjust to the great Department of Agricul- 
ture and other agencies which have brought about these great improvements to 
try now to take any appreciable amount of credit away from them and give it 
to the Federal Land Banks, which in the last year and a half have refunded 
loans on less than 1% of the American farms. 

Over 99% of American farm owners who have not received loans and all 
American tax payers who are compelled to help make up the national deficit 
caused by the exemption of Federal Land Bank bonds from taxation are likely 
to investigate the facts before deciding as to the correctness of the verdict pro- 
nounced by Mr. McAdoo upon his own achievement. Mr. MeAdoo’s great suc- 
cess in life has been made as a promoter. His reputation has been obtained 
from starting enterprises for others to maintain. It is natural for him to make 
optomistic predictions and confident claims for a system that is just starting 
and has not yet demonstrated its usefulness. 


Tue NEw SECRETARY OF THE TREASURY 


The financial leader of the administration forces, in the House of Repre- 
sentatives, has been Hon. Carter Glass of Virginia, the veteran chairman of 
the Committee on Banking and Currency. His appointment to succeed Mr. 
McAdoo as Secretary of the Treasury meets very general approval. 


The Bulletin takes pleasure in endorsing this editorial compliment from 
the United States Investor: 
“We think that the country is to be congratulated upon the appointment of Car- 
ter Glass to be Secretary of the Treasury. Without the same experience in the busi- 
ness world, which proved so beneficial to Secretary McAdoo, he brings nevertheless, to 
the Treasury a trained mind, and a familiarity with Secretary McAdoo’s methods, 
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which will make a change of secretaries possible without danger of abrupt changes of 
policy. He is not a mere echo of the man he will succeed. He is too large a man for 
that. At the same time, he is of broad enough gauge to see things in a large way, 
and nothing can be further from his mind than a departure from the policies which 
have carried us through the war so successfully, and will serve us equally well in the 
trying period of reconstruction.” 


Extra BULLETINS 


Single copies of this January Bulletin will be mailed postpaid, for ten 
cents each. In packages of fifty or more they will be sent prepaid for six 
eents each. Address all orders to EK. D. Chassell, Secretary, Farm Mortgage 
Bankers Association of America, 112 West Adams Street, Chicago, Illinois. 


*& * * * 


Uncle Sam will need more money to pay war bills for many months to 
come. Get ready to go over the top in the next Liberty Loan Drive. 
; * * * * 


In the long run Liberty Bonds will be one of the best possible investments. 
The price depression will not last long. One of the causes of price depression 
is the competition of bonds issued by Federal Land Banks and Joint Stock 
Land Banks. These bank bonds are granted greater tax exemption than Liberty 
Bonds. Congress can help the sale and the price of Liberty Bonds by amending 
the law which gives special privileges to the bonds of banks owned by private 
individuals. 

*x <* * * 

Do your bit in buying Liberty Bonds and War Savings Stamps to help 
Uncle Sam, but ask Uncle Sam why taxes are charged on the income you receive 
from Liberty Bonds when no taxes are charged on either Federal Land Banks 
Bonds or the income from them. 

* * * * 

One of the notably good arguments for farm mortgages as investments ap- 
pears in an attractive booklet issued by the Capital Trust and Savings Bank of 
St. Paul, Minnesota, entitled ‘‘ Mortgages on Money Making Farms.”’ 

* 


* %* * 

‘* After the War Credit,’’ by Edmund D. Fisher, Vice President of the Bank 
of Detroit, Detroit, Michigan, is a source of much valuable information. Mr. 
Fisher is a thorough student of finance. He makes no rash predictions but his 
conservative discussion of American and foreign conditions at the time of the 
Civil War and subsequent thereto give the reader a clear idea of the principles 
that underlie business movements. Numerous tables and a succinct historic ap- 
pendix summarize financial conditions from 1860 to the resumption of specie 
payment are invaluable for reference. Mr. Fisher’s brochure will be of distinct 
service to investors. 


How to Save $640,000,000 


RESTORE LIBERTY BONDS TO PAR AND BECOME A NATIONAL BENEFACTOR 


This world is looking for the financial genius who can influence the money 
market and aid the national credit by raising the price of Liberty bonds again to 
ar. 
Liberty bonds have been put out to the amount of $16,974,329,850 in four 
issues. $2,000,000,000 of the first, $3,808,766,000 of the second, $4,176,516,850 
of the third and $6,989,047,000 of the fourth or last loan. 
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On December 11, 1918, the selling price of these bonds in the principal cities 
averaged more than four per cent below par which indicates a loss of over 
$640,000,000 to the original purchasers of the bonds. 


Why did they go down in price when they are the best securities in the 
world and sure to be paid at maturity? 

It was because of the competition of securities yielding larger net incomes. 

People receiving small incomes with small income taxes can buy taxable 
securities paying higher rates of interest. People with large incomes and heavy 
income taxes can buy tax exempt bonds that have been issued or will be issued 
under the provisions of the Federal Farm Loan Act. Every time the Liberty 
bonds go up one cent on a dollar that rise in price puts $160,000,000 into the 
pockets of over 20,000,000 people who own Liberty bonds. A four cent rise 
would increase their market value $640,000,000. 

If bonds issued under the Federal Farm Loan Act were required to pay 
their share of taxes, it would help the price of Liberty bonds some at this time 
and it would help them a great deal more in the future when Federal Land 
- Banks throw further issues on the market. 


THe Onty Way to Protecr Liperry Bonps 


Two million dollars of Farm Loan Bonds of the new 414 per cent issue 
had been sold to the national treasury since November Ist, according to 
the announcement of the Federal Farm Loan Board which appeared in the 
papers December 10th. It was further stated that no farm loan bonds will be 
sold publicly until after the war in order not to put them in competition with 
Liberty Bonds. 

When the national treasury eventually throws these tax exempt bonds on 
the market they will depress the price of Liberty Bonds then held by private 
investors. 

When they are ultimately sold to the public the tax exemption features 
will be pernicious as aids to evasion of income taxes. 

The tax exemption of bonds issued under the Federal Farm Loan Act 
applies to bonds of Joint Stock Land Banks as well as to Federal Land Banks. 
In order to protect Liberty Bonds from the disastrous competition of 5% tax 
exempt Joint Stock Land Bank bonds, it will be necessary for congress to repeal 
the tax exemption provision of the law or make an appropriation to enable the 
treasury to purchase the bonds issued by these private institutions. Such an 
appropriation would need to be a very large one as hundreds of millionaires are 
ready to buy tax exempt bonds in order to evade taxation. 

The Memphis (Tennessee) Commercial Appeal of December Ist tells of 
the organization of two Joint Stock Land Banks in that city with a combined 
loaning capacity of $7,500,000. The smallest loans to be made by the Memphis. 
banks will be ten thousand dollars. The interest rate charged is 6%. The 
Memphis paper quotes Vice President Snowden of one of the banks as saying 
that the banks would start business December 2nd with applications to the 
amount of a million dollars on hand. 

Mr. Snowden predicts that the Memphis banks will reach their limit of 
issuing, $7,500,000 of bonds, inside of six months. 

The newspaper added: ‘‘The bonds bear 5% and are tax free. They make 
a gilt-edge investment, and will be gobbled up quickly by investors.”’ 

The Memphis paper is entirely correct in that respect. Very rich investors 
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who desire to evade income taxes equal to two-thirds of their income will be 
on the waiting list for these bonds. 

When the Memphis banks reach the limit of their capital within six months 
they can double their capital, permitting them to loan $7,500,000 more, 
running their bond issue up to $15,000,000. 

The issue of tax exempt 5% bonds under the Federal Farm Loan Act will 
be in direct competition with future issues of Liberty Bonds affecting their sale 
unfavorably. These bonds will also be in direct competition in the open market 
with all of the Liberty bonds heretofore issued. depressing their price below par 
and causing an actual loss to all who now own Liberty bonds. 

The popularity of this method of tax evasion will continue and conditions 
will grow worse as long as millionaires prefer evading taxes to paying them. 

When banks that issue tax exempt bonds are organized in every important 
city of the nation, people will realize the tax paying burden which has been ~ 
thrust upon them by enabling bond holders to evade taxes. 

A law that is economically wrong in principle cannot be made right by 
temporary makeshifts. 3 

The national treasury may use the proceeds of Liberty bonds to buy Fed- 
eral Land Bank bonds as long as the public will permit it, but until the law is 
amended, the banks authorized under the law will injure the markets for Liberty 
Bonds by selling their own tax free bonds. 

The only way to protect Liberty Bonds is to repeal the tax exemption section 
of the Federal Farm Loan Act. 


Tue Best SEcuRITY IN THE WorLD 


Liberty Bonds of the United States are now and will in the future be 
recognized in all markets as the best security in the world. The national debt 
of the United States is much smaller than that of other leading powers and the. 
resources are immeasurably greater. 

The industria! compactness of the United States, the convenience of com- 
munication and the homogeneous character of the people make the country one 
in which the resources can be quickly marshalled for prompt payment. The 
unequalled credit of this country will enable it to borrow money at the lowest 
possible rate of interest, because security of principal is the first consideration 
with all conservative investors. 

Holders of obligations of the United States need no special assurance that 
Congress from time to time will enact laws which will uphold the national eredit. 
Ultimately no securities in the world will be granted greater tax exemption or 
other privileges than the nation’s own obligations. Liberty bonds are now 
selling below par, but as soon as Congress and other authorities at Washington 
make the necessary readjustments following war settlements the bonds will go 
to a premium. 

Every investor who can buy Liberty bonds and hold them for a few months 
will make a substantial profit from their increase in market value. 
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Wibbys PA VAS: CREATED 


PuRPOSE AND AIMS OF FEDERAL Farm Loan Act 


If we examine the title of the Federal Farm Loan Act, we will find that 
Congress has declared the purpose of the Act to reach three great ends, viz.: 
(a) To provide capital for agricultural development; (b) To create standard 
forms of investment based upon farm PORES GS 5 (ec) To equalize interest rates 
upon farm loans. 

While other purposes are incidentally Fontiened in the Act, it will be con- 
ceeded that the purposes above named constitute the great objects sought to be 
reached. 

The Act further provides two systems for loaning money upon farm securi- 
ties: (a) The co-operative system, generally known as the Federal Farm Loan 
Bank system which secures its loan through local national farm loan associations, 
formed on a co-operative basis; (b) Through the Federal Joint Stock Land 
Banks. | 
| The Act provides for twelve Federal Land Banks, whose aggregate territory 
eovers the Continental United States, except Alaska.. Each bank has a capital 
stock of Seven Hundred and Fifty Thousand Dollars, a total of Nine Million 
Dollars for all, and although the books were thrown open for the public sub- 
scriptions, only about One Hundred Thousand Dollars of the capital stock was 
subseribed for by individual subscribers, the remainder was taken by the Govern- 
ment. 

Theoretically this stock will be automatically absorbed by the national farm 
loan associations by taking 5% of the face of the loans made through the national 
farm loan association in stock of the Federal Land Bank of its district; that is, 
one-twentieth of the face of the loans will be absorbed in stock of the Federal 
Land Bank for the local national farm loan association. 

The Joint Stock Land Bank may be organized with not less than Two Hun- 
dred and Fifty Thousand capital stock, all of which shall be owned by individ- 
uals, no part of which shall be owned or controlled by the Government. 

The Joint Stock Land Bank provisions are felt, by the great majority of 
mortgage men, to be inadequate and, therefore, only nine Joint Stock Land 
Banks have been chartered thus far. This shows conclusively that the many 
large successful mortgage houses of the United States either do not fully com- 
prehend the advantages offered by the Act or that such advantages do not exist 
and, therefore, the mortgage houses have not been induced to organize under 
the Act. 


EXEMPTION From TAxaTION Not DECLARED AN OBJECT OR 
PuRPOSE OF THE ACT 


1. In this connection it will be noticed that the great purposes sought to 
be reached by the Act do not mention the question of taxation. Under the con- 
ditions of the Act we find that it is limited in its operation so that only a lim- 
ited number of the farming class of the United States can secure benefits under 
the Act although all may desire such benefits. This because: (a) No more than 
Ten Thousand Dollars can be loaned by Federal Land.Banks to any one bor- 
rower; (b) A land owner who rents his farm cannot borrow money and the pur- 
poses for which the borrowed money is to be used are strictly limited. 

2. The capacity of the banks would, at best, take care of only a limited 
number of the farm borrowers of United States. It is estimated that Eight 
Hundred Millions of Dollars are placed on farm mortgages each year which 

includes: (a) New mortgages; (b) Refunded mortgages. 
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3. That the capacity of the Federal Farm Loan Banks is approximately 
One Hundred Millions to One Hundred and Fifty Millions of loans each year, 
which would enable them to take care of one-sixth to one-eighth of the loans 
placed of record annually. It is conceded by all principles of equity and justice 
that taxes should be levied uniformly throughout the United States on prop- 
erty and individuals of the same classes. 

Section Twenty-six of the Federal Farm Loan Act expressly exempts all 
mortgages and all farm loan bonds issued under the provision of the Act, together 
with all income thereon, from Federal, State, Municipal and Local taxation. 
With the exception of the 314% Liberty bonds this is the most sweeping exemp- 
tion from taxation of that granted to any security issued within the last five 
years, even by the Federal Government to support its own direct obligations and 
necessities. It stands alone and without precedent in the financial operations of 
our Government. 

Neither the Federal Land Banks, nor the Joint Stock Land Banks, nor the 
mortgages issued to them, or the bonds issued by them, based on such mort- 
gages, constitute a Government necessity or a Government obligation. 

While the exigencies:of war and the necessities of the Government have 
recently required the Government to issue bonds in amounts heretofore un- 
dreamed of, yet we find practically all of such bonds subject to more or less 
taxation by the express terms of the several Acts under which such securities 
are issued. Those securities were issued from vital necessities of the Government. 
Without them the Government could not proceed to perform its functions or 
render the duty it owed to itself and to the world; yet notwithstanding the imper- 
ative necessity of such obligations they are made in a more or less limited way 
subject to taxation. 

Referring to the four recent Liberty Bond issues, we find the following tax 
provisions : 


(a) First Liberty Bonds subject only to inheritance tax; 


(b) First, converted 4’s and First converted 414’s exempt from all taxa- 
tion except the inheritance tax, excess profits on incomes (except in- 
come from $5,000.00) of bonds; 


(ec) Second Liberty Bonds, Second converted Bonds and Third Liberty 
Bonds are subject to a State tax and surtax except interest received 
for two years after war, beginning January 1, 1918, provided prin- 
cipal so held does not exceed one and a half times the original sub- 
scription to Fourth Liberty Loan and provided the total amount does 
not exceed Forty-five thousand dollars and provided same is owned at 
date of return. In such case income is exempt from surtax. 


(d) Fourth Liberty Bond is subject to a State tax and subject to surtax, 
except $30,000.00 is exempt until two years after the war; over $30,- 
000.00 is subject to surtax and all subject to surtax after two years 
from close of war. 


Yet we find the securities under the Federal Farm Loan Act declared to be 
free from all taxation of every kind, and for that reason, as a result we have 
the obligations that are not primarily the obligations of the Government selling 
at or above par, while the direct and necessary obligations of the Government are 
selling materially below par. The character of security of the obligations of the 
government is superior to those of the Federal Land Bank securities, but purely 
by the uneconomic and unjustifiable provision which exempts Federal Land Bank 
securities from all taxation, the latter are made more valuable in the markets. 

M. F. 
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